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Three Years at a Glance 
(dollar amounts in millions except per share—1981 and 1980 restated and reclassified) 
Percent Change 

For the Year 1982 1981 1980 1982/1981 1981/1980 
Sales $6,127.6 $6,537.2 $6,143.0 — 6% + 6% 
Income before Taxes 489.9 551.3 500.4 -11 +10 
Income Taxes 170.4 186.6 2U1.7 -9 =12 
Effective Tax Rate 34.8% 33.8% 42.3% +1.0% pts. —8.5% pts. 
Pretax, Pre-interest Income to Sales 9.9% 10.4% 10.4% — .5% pts. — 
Net Income 319.5 364.7 288.7 —12 +26 

Earnings per Share 6.62 7.58 6.07 -13 +25 

Earnings per Share assuming Full Dilution 6.53 7.44 5.90 -12 +26 
Capital Expenditures 559.5 664.5 662.3 -16 — 
Research and Development Expenses 61.5 54.7 45.0 +12 +22 
Depreciation, Depletion and Amortization 304.8 287.4 233.3 + 6 +23 
Working Capital Provided by Operations 602.6 638.3 569.0 - 6 +12 
Cash Dividends on Common Stock 129.8 116.4 101.9 +12 +14 

Per Common Share 2.70 2.45 2.175 +10 +13 
Return on Shareholders’ Equity 15.6% 20.2% 18.1% —4.6% pts. +2.1% pts. 
Average Common Shares Outstanding 48,157,000 48,050,000 47,444,000 _ +1 
At Year-End 
Total Assets $4,915.7 $5,043.2 $4,398.9 - 3% +15% 
Net Properties and Equipment 2,706.4 2,542.5 2,178.0 + 6 +17 
Working Capital 713.1 675.6 583.3 + 6 +16 
Long Term Debt 1,294.5 1,372.6 1,115.0 — 6 +23 
Shareholders’ Equity—Common Stock 2,187.7 2,057.7 1,800.1 + 6 +14 
Shareholders’ Equity—Book Value per Common Share 45.43 42.71 37.56 + 6 +14 
Cash Dividend—Annual Rate 2.80 2.60 2.30 +8 +13 
Common Shares Outstanding 48,158,450 48,173,518 47,924,326 _ +1 


A Message to Shareholders 


For the first time since 1976 — over six 
years ago—I am reporting a decline in 
the earnings of W. R. Grace & Co. How- 
ever, given the severe and protracted re- 
cession, the Company fared relatively 
well when compared with other major 
industrial concerns and, despite an earn- 
ings decrease of 12 percent, Grace at- 
tained the second-highest level of profits 
in its history. 

This performance reflects the balanced 
nature of our corporate structure— 
a strategic combination of cyclical and 
non-cyclical businesses— which has 
withstood previous periods of economic 
hardship. The past year saw strength in 
specialty chemicals, which serve unique 
end uses among a wide range of indus- 
trial customers, and in consumer 
activities, which were notably recession- 
resistant. In contrast, Grace’s energy 
service operations were adversely 
affected by a sharp decrease in expendi- 
tures for exploration and development 
by the petroleum industry. Grace’s 
fertilizer business—the second area of 
weakness—declined in profitability 
because of deteriorating conditions in 
the U.S. farm economy. 


1982 Results 

Turning to specific results, 1982 sales 
were $6.1 billion, a decrease of six 
percent compared with $6.5 billion in 
1981, as restated for poolings of interests. 
Most of the decline was due to the 
absence of revenues from Chemed Cor- 
poration, a former subsidiary which 


became an independent public company 
in March 1982, and to lower sales of fer- 
tilizers and energy services. Net income 
for the year of $319.5 million was lower 
by $45.2 million or 12 percent. Earnings 
per share for 1982 were $6.62 against 
$7.58 in 1981, a 13 percent decline. 

The restructuring of Chemed and 
the public sale of Grace’s interest in 
Omnicare, Inc. resulted in respective 
gains of $65.1 million or $1.35 per share 
in 1982, and $34.9 million or 73 cents 
per share in 1981. Excluding FAS No. 8 
from 1981 and all divestment activity 
from the Company’s results in each 
period, the earnings per share com- 
parison would be $5.28 against $7.08, a 
decrease of 25 percent. 


Operations Review 

While a detailed explanation of the fac- 
tors behind these results is contained in 
the “‘Management’s Discussion and 
Analysis of Results of Operations 

and Financial Condition”’ on pages 65- 
67, some additional comments on 

the performance of various lines of 
business are appropriate here. First, 
specialty chemical operating income af- 
ter taxes increased three percent. Six of 
seven domestic divisions had profit 
gains. Our overseas specialty chemical 
business—although experiencing a 
decline in earnings for the year—was 
affected more by unfavorable foreign cur- 
rency translation effects due to the 
continued strength of the U.S. dollar than 
by decreased sales caused by economic 


conditions in Europe. Prospects for im- 
provement both in the United States and 
abroad in 1983 are positive. 

In keeping with Grace’s long term 
strategic policy, we continued to expand 
our commitment to specialty chemicals 
throughout the year. This program 
entailed higher spending on research, in- 
cluding a number of biotechnological 
projects to assist the Company in selec- 
tively penetrating new markets. Tech- 
nological advance is also the purpose of 
our acquisition this month of Amicon 
Corporation, a U.S. leader in the sophis- 
ticated field of ultrafiltration. Other 
significant steps included the geo- 
graphical extension of markets, most 
importantly into Southeast Asia, new 
construction and expansion of manufac- 
turing facilities, and the development 
of licensed chemical processes. We expect 
that specialty chemicals will remain 
Grace’s cornerstone business. 

In agricultural chemicals, where 
Grace occupies an important position, 
the purchasing power of the American 
farmer declined to a 50-year low, leading 
to price declines for fertilizer products 
and reduced shipments. With rising 
operating expenses and lower overseas 
demand, fertilizer producers—including 
Grace—were caught in a profit squeeze. 
Some encouragement is now offered by 
the Administration’s resolve to stimulate 
exports, reduce crop surpluses and 
elevate farm income by a “‘payment-in- 
kind” program through which farmers 
would receive U.S. government grain 


Chairman J. Peter Grace greets shareholders 
at the Company's 1982 Annual Meeting 


reserves in exchange for a reduction in 
planted acreage. While we expect a large 
measure of success from these initiatives, 
it may take up to two years for grain 
inventories to be worked down and the 
farm environment to return to normal. 

In natural resources, sales of Grace’s 
energy service units began to decline in 
the second quarter and continued to do 
so throughout the ensuing months. Al- 
though oil prices showed softness due to 
the worldwide oversupply of crude, 
extractive operations were satisfactory, 
with average natural gas prices ahead of 
1981 and coal operations more profitable. 
Prospects for 1983 hinge in large part on 
price levels for petroleum. When sta- 
bility is achieved and demand grows in 
response to economic strengthening, the 
petroleum and energy service industries 
can be expected to recover. There is, 
however, substantial doubt as to whether 
this process will begin in 1983, particu- 
larly in view of the recent downward 
movement in world oil prices. 

The last major area of activity for 
Grace is consumer related, where oper- 
ations consist of specialty retailing and 
restaurants, both bright spots in 1982. 
Retail sales rose by 11 percent, and 
profits were slightly ahead of 1981. With 
a strong fourth quarter as evidence of 
pent-up consumer demand, higher retail 
spending patterns in 1983 should emerge. 
All of Grace’s restaurant chains had im- 
proved results in 1982, with a substantial 
overall gain in earnings. Family restau- 
rants and fast food operations moved 


toward resolving their difficulties, while 
Grace’s dinnerhouses and Mexican res- 
taurants made a favorable contribution. 
We expect this good performance to 
continue during 1983. 

A word on corporate operating and 
financial conditions. Faced with a stub- 
born recession and stiff challenges in 
the business climate, we have tightened 
cost controls in all operations and are 
holding the line on personnel additions 
and capital expenditures. Asa result of 
these measures, the potential for greater 
efficiency and productivity is consid- 
erable—and will be realized as soon as 
more normal economic circumstances 
return. During the year, working capital 
was increased, long term debt reduced 
and interest expense lowered versus the 
prior year despite adverse credit market 
conditions. In July, the Board of Direc- 
tors declared an increase of eight percent 
in the quarterly cash dividend, raising 
the indicated annual rate from $2.60 to 
$2.80. This action marked the ninth suc- 
cessive year of dividend increases. Rein- 
vestment of dividends in additional 
shares of common stock remains popu- 
lar among Grace shareholders, with a 
more than 25 percent participation rate. 


1983 Outlook 

Specific forecasts of 1983 results at this 
time would be speculative. We believe 
the basic ingredients for economic recov- 
ery are at hand, but cannot predict with 
any certainty either the onset or the 
magnitude of the expected upturn. The 
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basic directions for Grace’s businesses, 
however, seem clear, with the specialty 
chemical and consumer segments mov- 
ing ahead while energy and fertilizer 
operations face continued adverse and, 
for the most part, unquantifiable influ- 
ences. These factors in combination sug- 
gest, in the short term, unfavorable 
year-to-year comparisons. But over the 
long run and as the economy rebounds, 
Grace should experience a period of 
rising earnings that is both longer-lasting 
and steeper than in the past. 

As this message is being completed, we 
mourn the very sad news of the passing 
of Allen S. Rupley, former chairman of 
the board and a Grace employee for over 
65 years, who died on February 26th. 
Mr. Rupley’s life and career, described 
elsewhere in this report, were an inspira- 
tion to me and to all of us. He will be 
sorely missed. 


Chairman and 
Chief Executive Officer 


March 3, 1983 
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Corporate News 


Profits Down But 
Second Highest Ever 


Unfavorable business conditions in the 
US. and overseas, particularly in the 
second half of the year, had an adverse 
effect on the sales and income of W. R. 
Grace & Co. The decrease followed five 
consecutive years of higher sales and 
income for the Company. 

Sales in 1982 were $6.1 billion, off six 
percent from 1981. Net income for the 
year was $319.5 million, or $6.62 per 
common share—the second best year in 
the Company’s history—compared 
with 1981's record of $3647 million, or 
$7.58 per common share, decreases of 12 
and 13 percent, respectively. The earn- 
ings decline was due to a decrease in 
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Dividend Up 
For Ninth 
Straight Year 


Increase Again 
Outpaces Inflation 


For the ninth year in a row Grace in- 
creased its dividend, raising the quar- 
terly cash payment from 65 to 70 cents 
per share, or an indicated $2.80 annu- 
ally—20 cents, or eight percent, above 
last year’s rate. 

The dividend increase was in line 
with the Company’s goal of matching or 
exceeding the rate of inflation, which 
was 3.9 percent in 1982 as measured by 
the Consumer Price Index. 


GRACE dividend check 


Beall: 


Merine Midland Bank 


income from operations as demand for 
the Company’s energy services fell 
steeply while its agricultural chemical 
results were also severely lowered. These 
declines were partially offset by higher 
divestment gains—the largest of which 
arose from the 1982 restructuring of 
Chemed Corporation. 

The restructuring of Chemed Cor- 
poration involved the exchange of the 
Company’s ownership in Chemed for 
Dearborn Chemical Company, a leader 
in water treatment chemicals, including 
$185.0 million in cash. The transaction 
resulted in a gain of $65.1 million ($1.35 
per share). 

Excluding the effect of the Chemed 
transaction and other divestments and 
also the effects of FAS No. 8 from 1981 
results, earnings were $255.0 million 


| 


compared with $340.9 million in 1981, a 
25 percent decrease. Earnings per share 
excluding these non-operating factors 
were $5.28, down 25 percent from 

$7.08 for 1981. 

Results from Grace’s energy service 
operations were sharply lowered by the 
steep decline in contract drilling activ- 
ity from the high 1981 level. This falloff 
was caused largely by the continuing 
world oversupply of crude oil. As prices 
for petroleum products eased, there was 
less incentive to explore for new sources, 
effectively reducing the demand for drill- 
ing rigs and energy support services. 

At the same time, Grace’s agricultural 
chemicals business was the victim of the 
worst year for U.S. farmers since the 
Depression. This dramatically lowered 
domestic demand for fertilizer, while 
the strong value of the dollar against 
foreign currencies simultaneously 
reduced fertilizer exports. 


Fourth Quarter Results 

In the fourth quarter of 1982, net in- 
come totaled $54.0 million, down 35 
percent from the record $82.8 million 
earned in the fourth quarter of 1981. On 
a per share basis, earnings decreased 35 
percent to $1.12, compared with $1.72 
for 1981's fourth quarter. Sales for the 
last quarter of 1982 were also down, fall- 
ing to $1.6 billion from the record $1.8 
billion in 1981’s comparable quarter. 

Excluding foreign currency adjust- 
ments (FAS No. 8) from 1981 results and 
excluding the effects of divestments 
from both years, earnings for the fourth 
quarter of 1982 were $53.5 million, or 
$1.10 per share, compared with $827 
million or $1.71 per share in the last 
three months of 1981. 

These declines were essentially the 
result of unprofitable operations in 
Grace’s natural resources line of busi- 
ness where the downturn continued 
through the final three months of 1982. 
Grace did, however, show strength in 
the fourth quarter in its major specialty 
chemicals business, and its restaurant 
and retailing businesses also turned in 
good results in the final quarter. 
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President’s Private Sector Survey Studies Federal Costs 


Grace Chairman Heads 1,200-Member Executive Team 


The President’s Private Sector Survey 
on Cost Control (PPSSCC), announced 
by President Reagan in February 1982, 
spent the rest of the year doing what 
the President asked it to do—searching 
out inefficiencies, overlap, duplication, 
red tape and nonessential administra- 
tive activities in the executive branch of 
the federal government. 

Ina series of reports scheduled for re- 
lease beginning in April 1983, the 


of modern business practices. Under 
J. Peter Grace—President Reagan’s ap- 
pointee as PPSSCC’s chairman—a team 
of about 1,200 executives, subdivided 
into 36 task forces, has donated thou- 
sands of workdays to reviewing the man- 
agement and operating practices of 
government departments and agencies. 
“The magnitude of government 
spending staggers the imagination,” said 
Mr. Grace. “In one hour alone the fed- 


The Survey was, also, to be staffed by 
experts from the private sector and not 
by government officials—the only 
exception being its Deputy Director. 
In response to these limits on assis- 
tance from the government, PPSSCC 
looked to the business community for 
financial help and found it. Funding was 
provided by more than 200 of the na- 
tion’s largest corporations, which con- 
tributed more than $2 million to pay 


Executive Committee of the President's Private Sector Survey on Cost Control held a public meeting in Washington, D.C. in February 1983. 


Survey is expected to make detailed 
cost-cutting recommendations amount- 
ing to billions of dollars. These potential 
savings would be achieved without 


sacrificing essential government services, 


but by improving management systems 
and operating efficiencies. 

In announcing the formation of the 
Survey, President Reagan commented, 
“Tt is simply not right for us to squan- 
der money that our grandchildren will 
be held accountable for. We must re- 
verse the process.” 

The Survey’s approach has been to an- 
alyze government operations in terms 


eral government spends $83 million. 
The federal debt exceeds $30,000 for ev- 
ery family of four. Just servicing that 
debt costs each family over $2,000 per 
year, That pace is destroying produc- 
tivity and depressing the economy.” 
Analyzing big government, with its 
2.8 million employees, 2,000 programs, 
17 million contracts, 16,000 computers 
and 325 financial and accounting sys- 
tems, isa herculean task. Making it 
even more challenging was President 
Reagan’s request that the Survey pay its 
own way and not contribute to the very 
spending it was chartered to monitor. 


PPSSCC’s overhead expenses. The Sur- 
vey’s Executive Committee members 
and task force leaders volunteered their 
own time to the project and also con- 
tributed the services of their employees. 

“The single most critical issue facing 
America today,’ commented Mr. Grace, 
“is the proper size and role of the federal 
government. In my experience I have 
never seen an organization—whether a 
business, bank, charitable institution, 
university, state or city—that doesn’t 
have some inefficiencies and some waste. 
Periodic review is essential to keep up 
operating efficiency.” 


Specialty Chemicals 


Overview—Worldwide Strategy for Specialty Chemicals 


While the United States, Europe and the 
rest of the industrialized world struggled 
under the impact of a prolonged reces- 
sion, Grace, a world leader in specialty 
chemicals, strengthened itself for future 
growth in global markets, with particu- 
lar emphasis on the Far East. Grace also 
responded to the recession in 1982 by 
implementing programs of improved cost 
control, increased productivity and long 
term growth. 

Grace’s specialty chemical operations 
consist of the manufacture and sale of 
approximately 90 separate product lines 
in broad markets such as packaging, 
containers, construction, automotive, 
petroleum refining and graphic arts. 
Grace’s specialty chemical products are 
manufactured internationally and in- 
clude such world leaders as Cryovac 
flexible packaging products and related 
equipment, Darex container sealing 
compounds and concrete admixtures, 
Davison fluid cracking catalysts for pe- 
troleum refining and the Letterflex pro- 
cess for making plastic printing plates. 

Specialty chemicals, the bedrock of 
Grace’s business mix, had 1982 sales of 


Innovation and Productivity 


$2.0 billion, one percent above 1981. 
Operating income after taxes was $159.8 
million, up three percent compared with 
last year. For 1982, Grace’s specialty 
chemical operating income in the United 
States, which was 61 percent of the 
Company’s worldwide specialty chemical 
income, also surpassed 1981’s results. 
Hampering the segment’s overall per- 
formance were European results that 
were adversely affected by the recession 
there as well as by the high value of the 
US. dollar. Despite only modest growth 
in 1982, the annual growth rate in the 
Company’s specialty chemical earnings 
over the last 28 years has averaged 13 
percent, making the segment Grace’s 
most dependable performer. 

Most domestic divisions achieved 
favorable operating results, particularly 
those manufacturing petroleum and 
emission-control catalysts, flexible pack- 
aging materials and, despite the slump 
in the residential housing industry, con- 
struction products. Another strong per- 
former during the year was Grace’s 
Emerson & Cuming unit, a manufac- 
turer of high-technology products for the 


Cryovac Packaging Wraps Frozen Salmon 


New Vacuum Packaging Machine Enhances Efficiency 


The Cryovac vacuum packaging system, 
which revolutionized the marketing of 
fresh meats, dairy products, poultry and 


salmon. andcrabrr 2S ae \ 
After years of rying ee overcome the 
problems of ox idation' and dehydration } 


which block: tt forage and distribu: : wae 
tion of re mon, a success 
syste sin-has been developed using; 


CG ryovac Barrier Bag, which is virtually 
air- and water-tight. Following vacuum- 
izing, shrinking the package protects the 


salmon by creating a “second skin,” 
which adheres so closely to the.salmon 
that it keeps it from dete ae if 
the bag is — 


ogre 
etna in Super Bags 


overwrapping of frozen fish fillets in 
trays. Cryovac XDR film has an anti- 


_ fogging ingredient that allows customers 


to view-the packaged product easily. 
Productivity Gains 
Cryovac has also developed a new 


machine, seteotocedt in October 1982 


gfrozeny 
and'the use of > 
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aerospace, deep-water drilling and de- 
fense industries. (See article, page 10.) 

In Europe, Grace streamlined its oper- 
ations and opened new plants to manu- 
facture battery separators and cracking 
catalysts. The Company also capitalized 
on technology developed in its European 
plants by transferring it to markets in 
the United States. (See article, page 9.) 

In the Far East, Grace expanded its 
markets for can sealing compounds and 
waterproofing materials. A new plant 
for water proofing products will be built 
in Singapore and is scheduled to open in 
1984. (See article, page 8.) 

Grace has also made a major commit- 
ment to the future by investing in bio- 
technology and related research. Over 
the next five years the Company plans to 
spend $50 million on joint research 
projects with top universities and re- 
search organizations such as MIT and 
Battelle Memorial Institute. The 
Company also expects to develop and 
commercialize new products, processes 
and technologies for the automotive, 
construction and electronics industries 
as sources of future earnings. 


vacuum packaging machine which is ex- 
pected to boost productivity. The new 
generation rotary chamber vacuumizing 
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syste! WS its Ope pee 
to kage a greater variety of. products 
such aS smoked and processed meats, 


~~ poultry and cheeses faster and more 


efficiently than was possible with 
previous equipment. 


Organic Chemicals 
Opens Texas Plants 


The long range expansion of Grace’s 
organic chemicals business continued on 
schedule in 1982, with two new plants 
opening in Deer Park, Texas, near Hous- 
ton. A third facility, to be completed 

in 1984, will raise the total Deer Park 
investment to $90 million. 

The first plant produces glycine—an 
amino acid used in the pharmaceutical, 
agricultural, cosmetic and food indus- 
tries. The second produces Daxad dis- 
persants used in the synthetic rubber, 
paint, tanning and other industries to 
suspend solids in solutions. 

Launching Grace into a new area, the 
third plant will produce nitroparaffins, 
using technology licensed in 1980 from a 
French company, Société Chimique dela 
Grande Paroisse, and further developed 
by Grace. Organic Chemicals Division 
will have exclusive use of the new process 
in the Western Hemisphere and is ex- 
pected to lead Grace to a major position 
in the nitroparaffins business. Nitro- 
paraffins are used as metal cleaning 
solvents and as intermediates in the 
manufacture of cosmetics and pharma- 
ceutical products. 

During 1982 Organic Chemicals 
also intensified its efforts to synthesize 
new amino acids for promising market 
opportunities in pharmaceuticals, food 
additives and nutritional products. 


W. R. Grace & Co. 1982 Annual Report 


Construction of Brazilian Plant Announced 


Facility to Manufacture Micronized Silica and Silica Gel 


Grace announced plans in June 1982 to in Sorocaba, about 50 miles north 

build a new plant in Brazil to manu- of Grace’s existing operations in Sao 
facture micronized silica and silica gel. Paulo, Brazil’s largest city. Silica gels are 
Several grades of micronized silicas, used as industrial drying agents to pro- 
used as flatting agents in paints, var- tect various products from moisture. 
nishes, toothpastes and cosmetics, will Until the plant opens in 1984, these 


be produced at the Company’s plant site items will continue to be exported to 
E ; Brazil by Davison Chemical Division in 


Bead Gel, a new generation of silica gel 


adsorbents for gas processors, was introduced the United States or from a Grace 
by Davison. facility in West Germany. 


Personnel at anew chemical complex in Texas inspect Grace logo prior to installation. 


Specialty Chemicals 


Dearborn Targets 
Global Growth 


Grace's March 1982 transaction with 
Chemed Corporation not only brought 
Grace a substantial gain but also trans- 
ferred the valuable business of Dearborn 
Chemical Company to the Industrial 
Chemicals Group (ICG). Dearborn isa 
leading supplier of water and waste treat- 
ment products and services to industry 
and municipalities. 

Dearborn is actively seeking new and 
larger markets for its products and 
services. Recently, Dearborn introduced 
anew corrosion inhibitor, Steamate, 
adding to its strong line of specialty 
products. The leading supplier of water 
and waste treatment specialties in 
Canada, Dearborn is also seeking to ex- 
pand and strengthen its marketing effort 
in the United States. 


Scientist examines cultures grown from 
wastewater sample at Dearborn research 
laboratory. 


In Europe, Dearborn’s line is handled 
by European Technical Products 
Division, with major operations in the 
United Kingdom and Italy. Dearborn 
products are market leaders in England, 
and ICG plans to expand Dearborn 
operations into other European coun- 
tries. In the future, as ICG grows in Asia, 
Dearborn expects to develop markets for 
its products in the Far East. 
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Bituthene waterproofing membrane was used in construc ting the Hong Kong subway: 


Far East a Growth Frontier 
Southeast Asia Industrializes 


Grace is looking to the Far East, especially to Southeast Asia, for major expansion 
opportunities over the coming years. The Company is targeting not only Japan and 
South Korea, but also Thailand, Singapore, Hong Kong, China, Indonesia, the 
Philippines and Malaysia, for long term expansion. 

Grace’s Pacific-Interamerican Division, which oversees the Com pany’s business 
in the Orient, has experienced an increase in its Southeast Asian sales, which rose to 
almost $25 million in 1982 from just $500,000 in 1964, when Grace began its 
regional operations. Grace’s sales in this area are expected to double by 1987. 


Building Activity Rises 

During the year, construction of the Seoul subway in South Korea resulted in sales of 
more than $5 million of Bituthene, a Grace waterproofing material. Bituthene has 
also been used in other Far East construction projects, including the Hong Kong 
subway and Singapore’s Changi Airport, which opened in 1981. 

These projects are part of a Southeast Asian building boom which is expected 
to continue with the region’s rapid growth. Southeast Asia’s gross national product is 
increasing faster than the GNPs of the United States and Europe, which have been 
more seriously affected by the current recession. 

To meet expected demand, a Bituthene plant is being built in Singapore. 
Scheduled to open in 1984, the new plant will serve markets in Southeast Asia as 
well as Australia and New Zealand. 

Malaysia, Indonesia, Singapore, Hong Kong and Thailand are considered 
excellent prospects for Grace chemical specialties, and the rate of the Company’s 
development in these areas is accelerating. In the Gulf of Thailand, for example, 
corrosion protection for an underwater gas pipeline was provided during 1982 bya 
tape wrap system developed by Servicised Limited, a Grace subsidiary. New to 
Grace’s marketing effort in Southeast Asia, the protective tape system had previously 
been used in other regions, including the North Sea, where it helps prevent rusting 
of underwater gathering and transmission lines. 

Among other Grace chemical products expected to have markets in Southeast 
Asia are Dearborn water treatment specialties, Cryovac flexible packaging, Davison 
syloid silicas, Polyfibron textile printing blankets and a range of organic chemicals. 
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New Plants, Products and Processes 


Grace Competes Hard in Europe 


‘Make Smarter, Manage Smarter, Sell Smarter’ 


Having completed an era of unprece- 
dented expansion in Europe during the 
previous five years, Grace solidified its 
market share of specialty chemicals in 
1982 and put new emphasis on efficiency 
in all aspects of its European operations. 
The Grace thrust comes in response to 
the worldwide recession, which has 
slowed the growth of Western European 
economies after almost four decades of 
remarkable economic expansion. 
Grace’s European strategy in specialty 
chemicals is part of the Company’s 
effort to develop worldwide markets. 
During the past five years Grace has ac- 
complished many of its strategic goals, 
including the introduction of a new 
generation of Davison fluid cracking cata- 
lysts, the construction of new plants 
to make other specialties such as paper 
chemicals and the development of 
markets for flexible packaging materials. 


Transferring Technology 

In addition, Grace’s European units 
have been exporting technology to the 
United States, where it is finding im- 
portant commercial applications. For 
example, the 7éroson unit in West 
Germany, a leading supplier of acous- 
tical and other chemically based materi- 
als for the automotive industry, has 
become an important source of 
technology for Grace’s U.S. auto- 
motive chemicals business. 

Grace has also tailored specialty 
products developed initially in the 
United States for European tastes and 
requirements. European Darex Division, 
for example, has perfected a specialty 
plastic wrap that keeps French bread 
“crusty” and a technology for shrink- 
wrapping frozen fish. 


Emphasis on Efficiency 
Increased efficiency remains the Com- 
pany’s immediate goal. The production 


of Daramic battery separators in France 
as well as the manufacture of fluid crack- 
ing catalysts in West Germany are ac- 
complished with the help of computer- 
ized systems to reduce costs and 
promote consistently high quality. 

Other advances involve safeguarding 
the environment and saving energy. 
Working with the Italian government, 
Grace’s European managers have devel- 
oped a water-based ink at the Cryovac 
plant near Milan. The new ink has en- 
abled the Grace plant to eliminate 
fumes generated by an older generation 
of solvent-based inks, thereby con- 
tributing to a cleaner environment. 

Jack Rimmer, a Grace executive vice 
president and head of the Industrial 
Chemicals Group, observes that in Eu- 
rope tight control of businesses is a must: 
“Today in Europe, the name of the game 
is to make smarter, manage smarter, sell 
smarter and utilize your assets with 
maximum efficiency.” 

Managing smarter has also meant cut- 
ting costs in other ways. During the year, 
Grace’s three European divisions were 
consolidated into two. The reorgani- 
zation is achieving substantial savings, 
helping to further offset the effects of the 
European economic slowdown. 
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Davison Boosts Sales 
Of Refinery Products 


Specialized ‘Cracking Catalysts’ 
In Demand 


Davison Chemical Division, the leading 
international manufacturer of fluid 
cracking catalysts, celebrated the 150th 
anniversary of its founding with record 
sales of specialties to process “resid” 
and other fuels. 

Resid is the tar-like material left after 
the most desirable fractions are distilled 
out of crude oil. Resid used to be burned 
as fuel, but now refiners are seeking to 
gain higher value by “cracking,” or 
processing, resid into upgraded products. 
Because it is more difficult to crack, 
resid requires specialized catalysts and 
operating conditions in the “‘cat cracker,” 
or catalytic cracking facility. 

Due to its high-performance charac- 
teristics, Davison’s DA catalyst series, 
introduced in 1981, has achieved special 
success in resid cracking and become the 
industry standard. DA stands up better 
than any competing catalyst to the heat 
and pressure of catalytic cracking, the 
process in which crude oil is converted 
in refineries to gasoline, heating oil and 
other products. : 


Specialty Chemicals 


Grace expanded its research efforts 
during 1982, increasing outlays by more 
than 12 percent compared with 1981. 
The boost came during a recession 
which caused many other companies to 
reduce their R&D investments. 

Grace’s research has been a key com- 
ponent of its high-technology specialty 
chemicals business. The Company plans 
to continue the tradition, projecting 
an increase in its research investment by 
an average annual rate of more than 
15 percent over the next five years. The 
Research Division is currently increasing 
its efforts in three areas: biotechnology, 
catalysis and engineering. 


Research Expanded Despite Recession 


Focus on Biotech, Catalysis, Engineering 


fermentation products. Amino acids, 
the building blocks of protein, have a 
number of prospective commercial ap- 
plications, including pharmaceutical 
products. The cost of Grace/MIT 
programs in biotechnology could total 
$8.5 million over the next five years. 


Catalysis 

Grace’s expanded research thrust also 
includes catalysis—the development of 
new catalysts and catalytic processes. 
The Company’s catalysis research is be- 
ing conducted in three areas: developing 
new catalysts for hydrotreating heavy hy- 
drocarbon liquids; producing chemicals 


Computer analysis aids development of new technologies at Grace's Washington Research Center. 


Biotechnology 

In 1982, Grace announced that within 
the next five years it expects to invest 
about $50 million in biotechnological 
research. In addition to Grace’s own 
internal programs in biotechnology— 
including a $3 million fermentation pilot 
plant scheduled to begin operations in 
early 1983—Grace is also funding a 
number of external projects. 

One of these projects is in genetic en- 
gineering research, conducted for Grace 
at Massachusetts Institute of Technology. 
The MIT project’s goal is the develop- 
ment of new technology to produce 
and separate amino acids and other 
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and fuels from carbon monoxide and 
hydrogen; and developing catalytic com- 
bustors—devices in which catalysts 
cause combustion. 


Engineering 

Recognizing the importance of en- 
gineering and process technology to the 
Company’s specialty chemicals busi- 
ness, Grace also began an engineering 
research program. The program’s dual 
purposes are to develop proprietary pro- 
cess technologies for the manufacture of 
selected chemical intermediates and to 
develop engineering technology for 
Grace’s biotechnology program. 


General Dynamics 


GM MARTIN MARIETTA 


D&A Launches 
Aerospace, 
Automotive Products 


GM, Pratt & Whitney, Japanese 
Space Ministry Are Customers 


Two new high-technology specialty 
products played key roles in an excellent 
year for Dewey and Almy Chemical 
Division (D&A), a unit of Grace’s Indus- 
trial Chemicals Group. 

Starting with technology from Tero- 
son, Grace’s European automotive 
chemical unit, D&A has built a business 
supplying domestic plants of Japanese, 
European and U.S. manufacturers. 

In 1982, D&A scored with Teropad 
B-59, a sound-deadening sealer used by 
the automotive industry in body con- 
struction which offers a number of 
improvements over regular “‘acoustical 
pads,” including greater ease of applica- 
tion at the factory. This makes Teropad 
B-59 attractive to world automakers, 
including General Motors. 

The second major new D&A product 
is Rubstrip, a specialized sealing mate- 
rial used to increase jet engine efficiency. 
Rubstrip was developed by Emerson & 
Cuming (E&C), an innovative, high- 
technology D&A unit acquired in 1978. 
Substantial Rubstrip sales were made in 
1982 to Pratt & Whitney for use in its 
latest-model jet engines. 

Another E&C product line, micro- 
wave absorbers—used in the space and 
defense industries—also enjoyed better- 
than-anticipated sales during the reces- 
sion year. U.S. customers include Martin 
Marietta and General Dynamics. Inter- 
nationally, Japan’s space ministry has 
purchased several E&C anechoic cham- 
bers to test its newest satellites. 
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Construction Products Supplies 


Disney, Georgia-Pacific 


Sales to Epcot Center and GP Headquarters 


Grace’s Construction Products Division 
(CPD), a leading supplier of fireproofing, 
waterproofing and other specialties, 
provided a variety of products for two 


major construction projects—Disney’s 
futuristic Epcot Center in Orlando, 
Florida, and Georgia-Pacific’s new 
headquarters in Atlanta, Georgia. 

Among the specialties used in the 
$800 million Disney showplace of 
technological wizardry and interna- 
tional culture are Monokote fireproofing 
materials, Zonolite roof decking and 
Darex concrete additives. Epcot—an 
acronym for ‘“‘Experimental Prototype 
Community of Tomorrow”’’—will be- 
come a permanent “world’s fair,’ with 
exhibits from France, Italy, China and 
many other nations. 

Georgia-Pacific’s new $175 million, 
§2-floor corporate headquarters on 
Peachtree Street in Atlanta was opened 
in October 1982 following a move 
from Portland, Oregon. The new build- 
ing’s steel framework was treated with 
Monokote. 

During the year, CPD introduced sev- 
eral new products, including the Polycel 
Foam Kit, a polyurethane sealant in 
an aerosol can. Designed to prevent air 
infiltration, the kit was created especially 
for professional building contractors and 
is also sold in retail locations, including 
Grace home centers. 

CPD has been the beneficiary ofa 
boom in office building construction, a 
trend that has run sharply counter to 
both the decline in residential housing 
and the recession in general. Much of the 
new building requires steel-frame con- 
struction, Monokote’s chief market. 
With its strength in the office building 
market, CPD has managed to come 
through the residential housing slide in 
excellent shape. 

CPD also supplies horticultural prod- 
ucts, including Peters fertilizers used by 
builders in the soil of atria and in archi- 
tectural plantings that enhance the 
beauty of public buildings. 


Polyfibron Expanding 
Its Markets 


Battery Separators Lead the Way 


Maintenance-free automobile batteries 
sparked the success of Polyfibron Di- 
vision in 1982. Polyfibron makes plastic 
separators for these batteries, which 
command a major share of the U.S. bat- 
tery market. Separators serve as insu- 
lation between positive and negative 
battery plates, preventing short circuits. 
During the year, Polyfibron reached an 
agreement with a major U.S. battery 
manufacturer, which will substantially 
increase the use of Polyfibron’s Daramic 
separator in auto batteries. 

Maintenance-free batteries are also a 
growing part of the European market, 
and the Daramic separator has solidified 
its leading position there with the open- 
ing of a new plant in France. 

Polyfibron also succeeded with an- 
other of its specialty products, Polycell, 
a new web offset printing blanket. The 
Division—long a leader in this area— 
offers the printing industry a full line 
of general purpose and specialty print- 
ing blankets to produce newspapers, 
books and other printed matter. 


Agricultural Chemicals 


Overview 
AgChem Profits Off 
In Farm Recession 


Fertilizer Sales Hit by Reduced 
Farm Income, Low Demand 


For the second consecutive year, Grace’s 
Agricultural Chemicals Group (AgChem) 
posted lower earnings. Operating in- 
come after taxes was $35.9 million in 
1982, down 41 percent from $60.7 mil- 
lion recorded in 1981. 

Grace’s agricultural chemicals busi- 
ness produces and markets ammonia, 
phosphate rock, phosphoric acid, urea, 
diammonium phosphate and other fertil- 
izer products. The Company also pro- 
duces and sells livestock feed and feed 
supplements and artificial insemination 
services for dairy and beef cattle. 

Several factors which depressed the 
entire fertilizer industry contributed to 
lower fertilizer sales by Grace. The 
lowest level of U.S. net farm income in 
constant dollars since 1932— the result 
of falling crop prices brought on by 
the third consecutive year of record 
harvests—led farmers to cut back on 
fertilizer use. High interest rates 
through most of 1982 increased farm 
production costs and further discour- 
aged farmers from making fertilizer pur- 
chases. Another adverse factor was com- 
petition from low-priced Mexican and 
Soviet ammonia imports. In addition, a 
strong U.S. dollar since mid-1981 made 
US. fertilizer expensive for overseas 
markets, lowering exports, which com- 
prise about 40 percent of Grace’s phos- 
phate sales volume. 

AgChem expects a farm recovery to 
begin if interest rates continue the down- 


ward trend which began in the second half 
of 1982 and if excess grain inventories are 


reduced. It is expected that the federal 
government’s proposed payment-in-kind 
program may reduce inventories by en- 
couraging farmers to withhold land from 
production in exchange for excess grain 
now in government storage. 
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Feed Businesses Weather Recession 


Cattle Prices Rise 


The cattle industry improved in 1982, 
with higher beef prices and a greater 
number of fed cattle benefiting Grace’s 
feed operations, which had increased 
operating income. Despite the general 
downturn in the farm industry, Farr 
Better Feeds, a unit of AgChem, main- 
tained its position as the leading supplier 
of cattle feed supplements to large feed- 
lots in the Central Plains states. 

Rising cattle prices buoyed the de- 
mand for feed as Farr’s major customers 
increased the number of cattle on their 
lots. Farr’s profits also benefited from 
its successful program to hold down 
production costs. 

The 1983 outlook is for increased feed 
demand in response to the anticipated 
US. economic recovery. This is expected 
to increase beef demand, which has de- 
clined in recent years. The demand for 
beef traditionally grows as a strong econ- 
omy encourages consumers to spend on 
steak and other premium-priced foods. 


AgChem’s other feed business, Walnut 
Grove Products Division, a supplier of 
premium feed products to Midwestern 
hog producers, shared the difficult year 
of its customers, livestock and grain pro- 
ducers. Hog producers cut herd sizes, 
leading to reduced demand for feed 
supplements as livestock receipts were 
used to defray general farm expenses. In 
addition, grain crops were used as low- 
cost replacements for more expensive 
feed and feed supplements. Corn prices 
were severely depressed during the year, 
contributing further to the overall re- 
cession in the farming industry. 

However, Grace expects an improve- 
ment in Walnut Grove’s performance 
based upon recent results, which indi- 
cate the onset of an upward phase in the 
hog production cycle. Rising hog prices 
are expected to encourage hog farmers 
to increase the sizes of their herds and 
consequently their demand for feed and 
feed supplements. 
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ABS Breaks Ground 
In Wisconsin 


Bovine Genetics 


American Breeders Service (ABS) broke 
ground ona $1.1 million ultra-modern 
barn at a ceremony last September in 
DeForest, Wisconsin, the unit’s head- 
quarters. ABS, which offers genetic ser- 
vices for dairy and beef cattle world- 
wide, is the largest organization of its 
type in the U.S., servicing about 25 per- 
cent of the cattle bred in the United 
States by artificial insemination. 

ABS enjoyed another fine year in 
1982, producing a number of genetically 
superior bulls. Profits reached near- 
record levels as breeders recognized the 
quality of bulls from ABS’s exacting 
testing program. The purpose of bovine 
genetics is to scientifically develop bulls 
with the proven ability to sire the most 
productive dairy cows. 

The new ABS facility—a barn capable 
of housing more than 100 prize bulls— 
replaces a barn lost ina 1981 fire. 


Grace executives break ground for new ABS 
bull barn. Shovels ready, lefi to right, are 

J. Peter Grace, Robert E. Walton, Carl N. Graf 
and Robert A. Clabault. 


Drop in Demand Triggers Fertilizer Slump Current Decline Different 


Fertilizer is a cyclical business, but 

all cycles are not necessarily alike, Fer- 
tilizer downturns—including the 

last major decline in 1976-1978—are 
generally due to the industry responding 
too rapidly to anticipated demand by 
building excess capacity, resulting in an 
oversupply of fertilizer. 

The current downturn, however, was 
triggered instead by a drop in U.S. and 
world consumption. Excess capacity— 
the industry’s bane in past cycles—only 
aggravated the new demand problem. 
Between the first half of 1981 and the 
first half of 1982, demand for U.S. nitro- 
gen, converted phosphates and phos- 


phate rock decreased sharply, lowering 
US. plant operating rates as well as 
fertilizer prices. This drop in fertilizer 
demand—the result of huge grain sur- 
pluses, reduced farm income anda 
strong dollar—caused pretax industry 
profits to fall more than 70 percent 
during the period compared with the 
preceding 1980-1981 twelve months. 

Compounding the problem in 1982 
was a surge in ammonia imports from 
Mexico and the Soviet Union at prices 
substantially below U.S. market levels. 
Steadily rising imports from the U.S.S.R. 
and Mexico represent a serious chal- 
lenge to USS. fertilizer producers. 


Despite the current downturn, the 
cyclical fertilizer industry is expected to 
be profitable over the long term as the 
amount of available farmland shrinks 
and world population, particularly in 
the less developed countries, continues 
its steady rise. 

Grace’s key operating strengths — 
modern, efficient plants; more than 450 
million tons of high-quality, low-cost 
phosphate rock reserves; a large yet 
flexible distribution network; and its 
effective marketing organization—have 
positioned the Company to take full 
advantage of the anticipated long term 
growth in fertilizer demand. 
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Natural Resources 
ia rR TED a ee AE 
Overview —Sharp Drop in Energy Activity Lowers Earnings 


Grace’s Natural Resources Group 
generated operating income after taxes 
of $110.4 million in 1982—31 percent 
of Grace’s total. Although the Group’s 
1982 earnings were down 39 percent 
from the record results of 1981, this per- 
formance, in light of the unprecedented 
and largely unpredicted falloff in U.S. 
energy activity—particularly during the 
second half of the year—does not impair 
the long term soundness of the Com- 
pany’s investment in this area. 

Grace’s natural resources business is 
primarily engaged in energy-related 
operations, including the discovery and 
production of crude oil and natural 
gas, the operation of land-based con- 
tract drilling and offshore workover rigs 
and the supply of energy services and 
equipment. Coal production is another 
important endeavor. 
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Grace foresaw some slowdown in the 
growth of its oil, gas and coal operations 
and its energy service businesses in 
1982-1983 compared with 1981, although 
neither Grace nor any industry fore- 
caster expected the precipitous drop ex- 
perienced in 1982. By anticipating a 
downturn in growth rates, however, the 
Company was better prepared than 
others in the industry to streamline its 
operations early to ensure maximum 
cost efficiency, operational flexibility 
and competitiveness. 

The readjustments taking place in the 
industry and the severity of the down- 
turn in market activity in 1982 will con- 
tinue to have an adverse effect on busi- 
ness conditions throughout 1983. When 
the slump has bottomed and stability 
returns, the economic recovery of the en- 
ergy industry will probably be gradual 


thereafter—barring a politically 
motivated or unpredictable supply inter- 
ruption or a sudden industrial or con- 
sumer-driven increase in demand for 
energy. Recovery for the energy industry 
is highly dependent on a healthy eco- 
nomic and regulatory environment and 
cannot be fully realized until a sustained 
upturn has been achieved. 

In 1983, the Natural Resources Group 
will continue its efficiency efforts and 
solidify the Company’s position in its 
present natural resource businesses by 
tightly controlling costs, strengthening 
existing products and services, bolster- 
ing customer relations, meeting com- 
petitive challenges in price and service 
and increasing market penetration. 
These actions should help Grace’s en- 
ergy businesses emerge from this indus- 
try downturn stronger than ever. 


DMI Acquires 
Midas Mud Company 


Having expanded into California dur- 
ing 1981, Drilling Mud, Inc. (DMI) 
moved into Mississippi in 1982 with the 
acquisition of Midas Mud Company, Inc. 
Midas also supplies drilling mud prod- 
ucts and services to the petroleum indus- 
try in Alabama and Florida. Drilling 
mud is a mixture of clay, chemicals and 
minerals that helps to lubricate and cool 
the drill bit and prevent ‘blowouts,’ 
which can occur when drillers encounter 
pockets of high-pressure gas. 

In 1982, DMI also acquired Omega 
Equipment, Inc., of Oklahoma City. The 
unit is one of the largest oil field mud 
equipment rental companies in Okla- 
homa and the Texas Panhandle, and it 
also services drilling operations in the 
Gulf Coast and the northern Rockies. 


Storage tanks for bulk barite—an important 
ingredient in drilling mud—glisten in the 
Oklahoma sun at DMUs Burns Flat service 
center in the Anadarko Basin. 
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Grace Among Top 15 U.S. Independents 


Grace’s proved oil and gas reserves and production levels ranked it among the top 15 
US. independents in 1982. Grace Petroleum Corporation (GPC), headquartered in 
Oklahoma City, averaged production of 28,100 barrels of oil equivalent per day (oil, 
gas and associated products), slightly below 1981’s average production level. GPC’s 
undeveloped acreage exceeded 740,000 net acres at year-end. 


Worker tightens connection to stack at a gas processing plant in Mississippi. 


Drilling Operates 
In Key Basins 
U.S. Rig Count Drops 


The Natural Resources Group an- 
nounced in September 1982 the estab- 
lishment of Grace Drilling Company 
(GDC), composed of six onshore con- 
tract drilling divisions which formerly 
operated under the name of TRG 
Drilling Corp. Located in the most active 
US. exploration and development areas, 
GDC had 113 rigs available in nine states 
at year-end, making it the nation’s 
largest land-based drilling contractor. 


GRACE 


Grace’s onshore contract drilling reve- 
nues declined by 31 percent in 1982, as 
the oil industry experienced a worldwide 
oversupply of petroleum products, the 
demand for which hd§ been sharply re- 
duced by the recession and by successful 
conservation efforts. This led to lower 
oil prices and a sharpcontraction in ac- 
tive U.S. rotary rigs, Which fell from 
4,530 at the end of 1981 to a 1982 low of 
2,379 in October. GDC’s rig utilization 
rate declined as the year progressed 
and averaged 56 pereent, down from 98 
percent in 1981. Nevertheless, Grace 
believes that in the long term, the energy 
service business will improve and pro- 
vide excellent return§on investment. 


Booker Offshore Drilling 

Grace also operates an offshore well 
completion and workover business, 
Booker Drilling Company of Louisiana. 
Booker is the leading workover con- 
tractor in the Gulf of Mexico with 25 
rigs and more than 400 employees. 


Natural Resources 


Colowyo Boosts Profits 


Western Coal 
Gains Again 


Grace’s Western coal operations regis- 
tered new gains in 1982. With long term 
contracts in place, Colowyo Coal Com- 
pany performed well despite a difficult 
year for Western coal mining, raising 
profits substantially in 1982 compared 
with 1981. Colowyo is a general partner- 
ship owned equally with The Hanna 
Mining Company. The Colowyo site will 
be Colorado’s largest surface mine. 

Colowyo produced and sold 3.2 mil- 
lion tons of coal in 1982, moving closer 
toa mature production rate of 4.3 mil- 
lion tons annually, which it expects to 
achieve in the second half of 1984. Work- 
ing at full capacity, the mine has sold out 
the coal it will produce through 1994 
under long term contracts, a key to its 
operating success. Colowyo’s major cus- 
tomers include Central Power & Light of 
Corpus Christi, Texas, the City of Colo- 
rado Springs and Colorado-Ute Electric 
Association, Inc. 

A second Grace partnership in Colo- 
rado—also 50-50 with Hanna Mining— 
is the Hayden Gulch mine, which sells 
coal under contract to its major customer, 
a cogeneration facility of a major chem- 
ical operation and a Texas municipality. 

At year-end 1982, recoverable surface 
and underground reserves held by Grace 
and Grace/Hanna partnerships in Colo- 
rado added up to over 300 million tons 
of low-sulfur, medium-BT U coal under- 
lying approximately 70,000 acres which 
are owned, leased or under option. 

Grace also holds 47.5-percent interests 
in three Eastern coal partnerships which 
own about 160 million tons of recov- 
erable reserves beneath approximately 
60,000 acres in Virginia, West Virginia 
and Kentucky. This brings the Com- 
pany’s total U.S. coal reserves to almost 
500 million recoverable tons in partner- 
ship with others. Grace’s Eastern coal 
operations are joint ventures with Hanna 
Mining and the Liberty Capital Group. 
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Liquid Storage Capacity (millions of barrels) 


Liquid Storage Capacity Up 14 Percent 


ST Services (ST), which operates storage tanks and terminals for petroleum liquids 
and chemicals, expanded its capacity to 5.6 million barrels at the end of 1982, an 
increase of 14 percent over the previous year. As part of the expansion, new tankage 
was added to terminals at the Texas City chemical storage facility and at the 
Baltimore, Maryland facility, and 515,000 barrels of capacity were added with the 
purchase ofa terminal at St. Ignace, Michigan. 

Headquartered in Dallas, ST provides terminal services at 24 sites in 17 states for 
commercial customers as well as the U.S. government. 
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Homco Among 
Leaders in 
Energy Services 


Unit Rents Tools, Offers 
Pipe Inspection and Testing, 
Lighting Systems 


Homco, an operating unit of the Natural 
Resources Group, was a leader in the 
energy services industry during 1982, 
providing drillers with a wide variety of 
products and services. Homco is head- 
quartered in Houston, with 51 service 
locations at year-end 1982 in the United 
States and abroad. 

Although Homco—as well as the en- 
tire energy service industry—suffered a 
decline in 1982 asa result of the world- 
wide surplus of petroleum products and 
declining oil prices, the long term out- 
look for Homco is favorable. The com- 
pany is solidly positioned in a variety of 
key energy service markets, which are 
expected to increase their activities as 
the economy and the oil and gas industry 
recover from the current slump. 

Homco’s businesses include the rental 
of tools, drill pipe and specialized oil 
field equipment. Homco also designs 
and manufactures specialized fishing 
and cutting tools to find and remove 
obstructions downhole and provides 
trained operators for its equipment. 
Electronic freepoint and back-off oper- 
ations locate, dislodge and retrieve pipe 
stuck downhole. The unit also offers 
on-site pipe inspection and testing, gas 
measurement services and lighting 
systems for drillers. 

Acomplete manufacturing and en- 
gineering group provides technical 
support for all of the services Homco 
offers, ensuring that its products and 


personnel keep pace with advancing tech- 


nology. In addition, through Chance 
Collar, a 1979 acquisition, Homco manu- 
factures drill collars, used to give added 
weight and stability to drill bits, and 
produces Spiral Wate, a heavy, wall 

drill pipe. 


Commentary Energy—Retrospect & Outlook 


From the peaks in activity and growth in 
1980 and 1981, the energy business in the 
United States took a precipitous plunge 
in 1982. What happened to trigger and 
then sustain the unprecedented drop in 
activity was caused by a combination of 
several elements. 


1982 in Retrospect 

Grace’s outlook for 1982 anticipated 
only a briefand mild economic down- 
turn in the early part of the year, with 
subsequent improvement producing 
year-to-year growth in GNP and indus- 
trial production. This proved to be too 
optimistic. Instead, the recession deep- 
ened, lasting throughout the year. Inter- 
est rates, while declining from record 
1981 levels, remained high through 1982 
and impeded economic recovery, com- 
pounding the cash flow problems of 
many businesses. Consumption of en- 
ergy in the United States, as well as the 
rest of the world, dropped below ex- 
pectations with oil, as the marginal use 
fuel, absorbing much of the decrease. 

Weak petroleum markets and high 
interest rates prompted drawdowns of oil 
inventories, which put added pressure 
on crude oil prices. As energy prices fell 
into disarray, Saudi Arabia’s ability to 
maintain its official price and to control 
its OPEC partners became questionable. 
It also became apparent—in the face 
of declining demand and continued 
price discounting—that the inflation- 
adjusted price of oil could no longer 
rise steadily. 

With lessened confidence in the sta- 
bility of oil prices, U.S. drilling activity 
fell to a level where competitive and 
customer pressures reduced drilling rev- 
enues to near cash break-even levels— 
30 to 40 percent below 1981. The oil 
companies, in response, began to defer 
drilling in anticipation of even 
lower prices. 

The downward spiral worsened as 
the major oil companies were hit with 
earnings and cash flow problems; banks 
holding problem energy loans began to 


reduce their participation in the indus- 
try; and support by investors through 
drilling funds was dampened by tax law 
changes and disappointing results in 
many 1981/1982 funds. 


Outlook for 1983 and Beyond 

The 1982 adjustments in the energy 
industry as well as recent reductions in 
world oil prices make predictions of the 
bottom of this downhill ride still uncer- 
tain. When equilibrium is reached, slow 
economic recovery is expected, with 
industrial production lagging the overall 
turnaround. Therefore, 1983 energy de- 
mand will probably not be much above 
1982. However, further inventory draw- 
downs of oil are unlikely and free world 
oil production should increase by two to 
five percent over the 41 million-barrel- 
per-day production level in 1982. 

Asa result of lower prices from suppli- 
ers and increased efficiencies, the indus- 
try’s cost of bringing in new wells has 
fallen sharply—more than offsetting re- 
duced revenue expectations. Further 
declines in drilling charges are unlikely 
as most drilling contractors and support 
businesses are presently operating at 
marginal rates. 

The cash flow and liquidity problems 
of the domestic oil industry caused 
by excessive borrowing and spending 
during the 1980-1981 boom years were 
remedied by reduced spending in 1982. 
When balance is reached, companies 
should again begin to shift spending 
back into drilling for oil and gas. 

Grace believes that activity over the 
near term will be relatively flat before 
showing any substantial new gains. Full 
recovery is dependent upon a healthy 
economic environment, including lower 
interest rates and sustained industrial 
activity here and abroad. It may be two 
years before stable growth resumes. 


HAROLD R, LOGAN 
Vice Chairman and Group Executive 
Natural Resources 
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Specialty Retailing 


Overview 
Specialty Retail New Stores Opened 
Sales Up Herman’s World of Sporpii 


Home Centers, Herman's of $275 million 
Are Pacesetters 


foods turned in a strong performance in 1982 with sales 
percent over 1981, maintaining its position as the nation’s 


stores opened during the year in Douglaston, New York; Union, New Jersey; 
Wilmington, Delaware: and Willow Grove, Pennsylvania, Herman’s operated 95 


With its home improvement center. 


tinuing their national s adership outlets at yearend, When G race acquired the chain in 1970, Herman’s had just three 

taining its top rank stores, all inthe New York area, with total sales of $10 million. 
ing goods, Grace’s specialty re- Herman’s growth, counter to the downward economic trend that reduced most 

tail operations enjoyed a good year ina retail store results 14982, Was due to its versatility and ability to provide a wide 

poor economy. Sales for the Retail Group —_ assortment of competitively priced sports equipment and clothing. The store outfits 

were $1.3 billion, an increase of 11 per- ski buffs, racquetball and tenfiis players and golfers as well as hunters, fishermen, 

cent over 1981. Operating income after campers and other outdoor enthusiasts. A wide variety of sports clothing, including 

taxes for the Group rose two percent a rapidly expanding athletic footwear line, is provided for men, women and children. 

to $23.4 million. = 4 : 

Grace’s Retail Group is composed of Customers line up for grand opening of Herman’s in Union, New Jersey. 


home improvement centers and four spe- 
cialty retail chains. At the end of 1982, 
Grace operated a total of 530 stores— 
273 home improvement centers and 257 
specialty retail units. 

Grace’s Home Centers Division led the 
do-it-yourself (DIY) industry once again 
in sales as Grace remained the largest 
operator of DIY home improvement 
stores in the United States. Among the 
regional chains operated by Grace are 
Channel, Handy City, Handy Dan, 
Cashway, Angels, Allwoods and Orchard 
Supply Hardware. 

Herman’s, a 95-store sporting goods 
and apparel chain, had an excellent year 
as sales rose 13 percent over 1981. This 
improvement was the result of manage- 
ment efforts, including more effective ad- 
vertising and promotion and a selective 
expansion program. 

Another strong performer in retailing 
was Bermans The Leather Experts, a 
chain specializing in leather apparel and 
leisure wear for men and women. Ac- 
quired by Grace in 1979, Bermans oper- 
ated 78 outlets at the end of 1982, having 
added 13 stores during the year. 

Rounding out Grace’s specialty 
retailing are J. B. Robinson Jewelers, 
which features watches, gold and silver 
jewelry, diamonds and other precious 
gems and Sheplers, a leading regional sup- 
plier of casual clothes and western wear. 
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Grace Remains Tops 
In Home Centers 


Remodeled Stores Open 
In Orlando and Irvine— 
More Are Planned in 1983 


Grace led the do-it-yourself (DIY) in- 
dustry again in 1982 with consumer 
sales of $875 million, a 10 percent in- 
crease over the previous year. However, 
operating income after taxes was up 
only slightly as the recession slowed the 
pace of consumer spending, making it 
necessary to lower prices. These mark- 
downs increased sales but also lowered 
profit margins. 


Grace’s Home Centers Division, like 
other DIY businesses, encountered 
difficult economic conditions for the sec- 
ond consecutive year. Housing starts 
were down two percent from 1981, and 
““turnovers’—sales of existing houses— 
remained well below 1980 levels. Interest 
rates, which stayed high through 1982, 
and double-digit unemployment per- 
suaded many do-it-yourselfers to post- 
pone both home repairs and purchases 
until more opportune times. 


The acquisition of Handy City’s 13 
stores in 1976 marked Grace’s entry into 
the home center business. From this 
base, the Company expanded rapidly 


both internally and through acquisi- 
tions. At the end of 1982, Grace had 273 
stores in 26 states nationwide. Grace’s 
home centers are oriented toward the 
consumer, offering lumber and building 
materials, paints, hardware, electrical 
goods and numerous other supplies for 
the do-it-yoursel fer. 


Recent Conversions 
The Home Centers Division has 
launched a significant remodeling pro- 
gram to improve the performance of its 
stores. During 1982, the Division 
opened several new-model stores. The 
conversion program is also part of the 
Division’s longer term plans to boost 
store productivity, control costs and gen- 
erate higher sales by enhancing mer- 
chandise appeal and accessibility. 

To remain the nation’s DIY leader, 
Grace launched its updated concepts, 


including a remodeled Handy City in 


Orlando, Florida, a new Angels in Irvine, 


south of Los Angeles, and a newly con- 
structed Handy Dan in Corpus Christi, 
Texas. The new-model stores have been 
designed to appeal to customers by 
offering a variety of items conveniently 
placed out-front in “*bulk-stacked”’ 


displays. The new stacking arrange- 
ments are supported by advertising and 
by promotional programs that offer 
many popular items, such as name- 
brand tools, at prices below those of the 
competition. 


Reorganization Underway 
While the remodeling program was un- 
derway, Grace’s Home Centers Division 
was reorganized, allocating the Divi- 
sion’s home improvement stores among 
four regional groups. Grace’s Southeast- 
ern, Midwestern, Southwestern and 
Western network of home centers was 
realigned into two operations. This 
move brought Cashway, Angels and 
Allwoods units under a newly created 
Western Region and placed Handy Dan 
and Handy City in a Central Region. 
The largest of the four regional groups 
is the Central Region, including Handy 
Dan’s 78 units in the Southwest and 
Midwest and Handy City, with 48 stores 
in the Southeast. Handy City operates 
home improvement centers in seven 


DO-IT-YouRs ere 


states. Next in size is Channel, a strong 
performer in 1982, which operated 91 
stores at year-end. Channel is headquar- 
tered in New Jersey. Grace’s third largest 
subdivision is the newly formed Western 
Region, operating 39 stores at year-end 
in southern California and the South- 
west. The 17-store Orchard chain in 
northern California, acquired by Grace 
in 1979, rounds out Grace’s reorganized 
Home Centers Division. 
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Restaurant 


Overview 
Restaurant 
Earnings Rise 


Mexican Food Wins 
Eastern Popularity 


Ina difficult year for consumer busi- 
nesses, Grace’s Restaurant Group, which 
operated 607 restaurants at the end of 
1982, improved its operating income af- 
ter taxes to $8.5 million from $2.5 mil- 
lion in 1981. 

The gain was, in part, the result of 
overhead savings due to a reorganization 
of Grace’s Far West Services Division. 
The move created one central staff out of 
two and brought Grace’s family restau- 
rants, jojos and Coco’, under a unified 
management. Continued strong per- 
formances from El Torito-La Fiesta Res- 
taurants and Gilbert/Robinson and a 
positive contribution by Del Taco Corp. 
also added to the overall gain in oper- 
ating income from restaurants. Grace’s 
restaurant operations include specialty 
and Mexican dinnerhouses, theme and 
entertainment restaurants, family res- 
taurants and fast food units. 

Contributing to the success was the 
expansion of El Torito, Grace’s Mexican 
dinnerhouse chain, into new locations in 
the Northeast. Another lively El Torito 
concept called Tequila Willie’s was also 
well received during the year. 

Entering the restaurant business in 
1970 with the acquisition of Far West, 
then a chain of 47 units, Grace has since 
added a range of eating formats that 
cater to a variety of tastes and needs, 
including the convenience of fast food. 

Chain restaurant sales are expected to 
grow about twice as fast as total inde- 
pendent restaurant sales during the rest 
of the decade, placing Grace, with its 
specialized chains, in a strong position. 
The Restaurant Group plans selective, 
controlled growth in the future. It will 
continue the national expansion of suc- 
cessful concepts and will also emphasize 
the development of new formats in step 
with changing consumer preferences. 
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Gilbert /Robinson Opens Seven Restaurants 
Bristol Bar & Grill Performs Well 


With several distinctive concepts such as Houlihan's Victorian decor and Bristol Bar 
& Grill’s display of an open seafood kitchen, the Gilbert /Robinson (G/R) chain had 
another excellent year in 1982. 

The fine performance of Bristol Bar & Grill capitalizes upon a trend of preparing 
dishes in full view of customers. Specializing in fresh seafood, the Bristol restaurant 
in Kansas City cooks out front where diners can watch fresh oysters, fish fillets and 
other items being prepared. A new Bristol opened in late 1982 in Creve Coeur, a 
suburb of St. Louis, and more units are planned. 

G/R has an assortment of restaurant concepts that offer a variety of popular foods 
such as hamburgers, chicken, ribs and salads in decors that range from the simple 
elegance of the Bristol Bar & Grill to the lively mid-Victorian, Art Nouveau motifs 
of Houlihan’s. By year-end, G/R, which opened seven new restaurants in 1982, 
was operating 68 units in 21 states and the District of Columbia. 
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Fast Food Division Created 


Former Burger King Chairman Hired 


The former chairman and chief execu- 
tive officer of Burger King Corporation, 
Louis P. Neeb, was named in September 
1982 to head Grace’s newly formed 
Fast Food Division. 

The Division consists of Del Taco 
Mexican fast food outlets in the South- 
east and Texas, as well as several other 


fast food concepts currently in the devel- 
opment stage. 

**We expect Mr. Neeb to make Grace a 
leader in the fast food segment of the food 
service business as it now is in family res- 
taurants and dinnerhouses, 


said Anwar 
Soliman, a Grace executive vice presi- 
dent and Restaurant Group executive. 


EI Torito Scores in East More Tequila Willie’s Open 


Although its ethnic roots are in the West and Southwest, Grace’s E/ Torito restaurant 
division was busy in New Jersey and New York in 1982, as Mexican food gained 
popularity in Eastern markets. The chain’s conversion of a steakhouse in Paramus, 
New Jersey to an El Torito Mexican dinnerhouse has tripled sales at that location. 
Another 1982 conversion in Syosset, New York (on the north shore of Long Island), 
also resulted in an increase in sales. 

El Torito succeeded during the year with another concept—/équila Willie's, a 
Mexican-style restaurant with a hybrid menu of standard Mexican dishes and foods 
like deli sandwiches, barbecued ribs and seafood. One Tequila Willie’s opened in 
March 1982 in Manhattan Beach, California, a coastal community south of Los 
Angeles. Additional openings were completed in Sacramento, California; Aurora, 
Colorado (near Denver); West Palm Beach, Florida; and Tucson, Arizona. This 
brought the number of Tequila Willie’s to six at year-end. More El Torito openings 
are planned for 1983. 


Far West Benefits 
From Reorganization 


Grace’s Far West Services restaurants 
were reorganized into family restaurant 
and dinnerhouse divisions in 1982. 
The plan has saved Grace significant 
amounts of overhead costs. Combining 
jojos family restaurants and similar 
Far West units under one central staff not 
only reduced overhead and contributed 
to the improved performance by these 
restaurants in 1982, but also strategi- 
cally regrouped Grace’s family restau- 
rants under a single management. 

Far West—now called Far West Ser- 
vices/jojos—operated 312 units at the 
end of 1982. These include Reuben’s 
dinnerhouses, which feature steak and 
traditional American cuisine; Baxter's 
moderately priced restaurant-and-bar 
combinations; specialty dinnerhouses, 
including Tibbie’s Music Hall, which 
provides dinner theatre entertainment 
and an equally lively menu; and family 
restaurants such as jojos and Coco’s, 
which serve budget-priced meals in lo- 
cations across the nation. 


General Business 


Overview 
General Business 
Earnings Rise 


Grace has a number of other businesses 
which are leaders in their industries. 
These operations include book whole- 
saling and the manufacture of cocoa and 
chocolate products and specialty textiles 
(mattress ticking and other home fur- 
nishings). Operating income of these 
businesses in 1982 was up six percent 
over 1981 to $20.4 million. 

An outstanding performer was Baker 
& Taylor (B&T), the largest U.S. whole- 
saler of books and related services (such 
as cataloging and inventory control sys- 
tems) to public, school and academic li- 
braries and retail book outlets. B&T’s 
operating income was up 23 percent over 
1981, due largely to the savings the unit 
achieved from a productivity program 
and to increased market share. 

Grace’s Cocoa Products Division— 
with sales of almost $300 million in 
1982—consists of Cacaofabriek De 
Zaan B.¥. in Holland and Ambrosia 
Chocolate Company in Milwaukee. 
These companies sell intermediate in- 
gredients such as cocoa powder and 
cocoa butter, chocolate coatings and 
cookie drops to bakery, confectionery, 
dairy and chocolate manufacturers. 

Another industry leader—Bekaert 
Mattress Ticking, N.V-—is an integrated 
textile unit with headquarters and seven 
plants in Belgium and one facility in 
Australia. Bekaert specializes in the 
production and sale of yarn-dyed and 
woven home furnishing fabrics. The fab- 
rics are produced by jacquard looms, 
unique machines that can weave intricate 
designs in fabrics. 

Grace Distribution Services, Inc. 
(GDS)—reported financially within the 
specialty chemicals line of business— 
provides low-cost truck transportation 
to Grace units in the United States and 
Canada. GDS operates one of the na- 
tion’s largest private fleets of specialized 
tractors and trailers. 


i 
GDS Hauls What Grace Mokes 
Trucking Unit Saves Company Millions 


Custom-Tailored Transportation Gives Divisions ‘A Leg Up’ 
B 


Grace Distribution Services, Inc. Gos), the Company’s transportation subsidiary, 
has saved Grace in excess of $10 million in trucking costs since 1977. 

GDS began as the in-house cargier for the Cryovac Division. It now delivers freight 
for more than 30 Grace divisions over 100 plant and commercial locations 
throughout the United States—at substantially less cost than regular carrier rates, 
GDS also hauls freight for non-Grace businesses when Grace schedules permit. 


The trucking unit, which boasts one of the largest private fleets in the country, 
logs more than 20 million miles annually. It hauls not only specialty chemicals but 
also hundreds of other product erse as chilled and frozen foods in refrigerated 
trailers for Grace’s restaurants n mowers for the Company’s home centers. 

GDS provides custom-tailo: sportation at rates below those of the com- 
petition, giving Grace an adva’ a tough marketplace. 


Cocoa Products 
Business Grows 
In Holland 


Expansion, Modernization in 
U.S. and Europe 


Grace announced plans in 1982 to mod- 
ernize and expand the Netherlands facil- 
ities of the Company’s cocoa products 
subsidiary. Grace will boost the capacity 
of the De Zaan plant near Amsterdam, 
which processes cocoa beans into cocoa 
butter, cocoa powder and cocoa liquor 
for worldwide markets. The moderni- 
zation is scheduled to be completed in 
1983, increasing De Zaan’s grinding 
capacity by 14 percent to 64,000 tons of 
cocoa beans annually. 

Domestically, Grace completed con- 
struction of a new office building as part 
of its program to modernize Hooton 
Chocolate Company, a unit of the Ambro- 
sia Chocolate Company. Hooton, head- 
quartered in Newark, New Jersey, isa 
leading producer of industrial chocolate 
products for East Coast markets. Hooton 
has been supplying bulk industrial choc- 
olate products to the confectionery, 
baking and dairy industries since 1904. 

Ambrosia has also been expanded, 
with several new products expected to 
come to market in 1983 and 1984. The 
88-year-old Milwaukee company is the 
nation’s leading supplier of bulk cocoa- 
based ingredients to the candy, dairy and 
baking industries. 


Nets Savings 


Ina difficult economy, sometimes the 
only way to make money is to save it— 
which is what Baker & Taylor (B&T), the 
nation’s largest book wholesaler, did dur- 
ing 1982. B&T, which began more thana 
century ago as a book publisher, achieved 
savings in 1982 estimated at nearly 

$2 million annualized as the result ofa 
wide-ranging productivity improvement 
program now in place. 

This achievement involved a cooper- 
ative effort between B&T management 
and hourly employees, who suggested 
many improvements. Productivity mea- 
surement systems were installed to pin- 
point bottlenecks and to control the flow 
of work between departments. The new 
efficiency systems helped B&T save more 
than halfa million dollars in the cost of 
office work alone. 

However, the bulk of the savings— 
more than $1 million—came from 
efficiencies achieved at B&T’s ware- 
houses, where books destined for librar- 
ies and bookstores are sorted, picked and 
handled. As the result of analyzing and 
modifying various plant tasks, B&T 


gg wud UI s400d 


—G 


Pl[elgses SOUIOD 919 
g6l 


> 
’ 


€ 


~— 
= 
oS) 
“= 
Sv 
™ 
m. 
S 
ESS 
>= 
[Se 
S 
baw 
> 
~ 
™~ 
>. 
i) 
~ 
= 
a) 


Baker & Taylor Productivity Program 
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facilities were able to perform more eco- 
nomically without lengthening distribu- 
tion response time. 

The program was instituted as a way 
of maintaining earnings growth ina 
book-ordering marketplace that has 
been shrinking in recent years. Funding 
constraints have prevented school, aca- 
demic and public libraries— B&T’s 
major customers—from meeting infla- 
tionary increases in the cost of books. 
Consequently, libraries across the nation 
have been forced to reduce the number 
of books purchased. 

In addition to achieving productivity 
gains, B&T has also increased its com- 
petitiveness by continuing to maintain 
more titles—110,000—and more 
books—seven million—than any other 
wholesaler. Armed with studies showing 
that a library actually spends more 
money in the process of searching for 

and acquiring a book than the cost of the 
book itself, B&T has developed a variety 
of computerized systems that reduce the 
internal cost of book acquisition for 
its library customers. 
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Corporate News 


Founder’s Desk Donated to Museum 


New York City’s South Street Seaport 
Museum was the recipient of a special 
gift from Grace during the year when 

J. Peter Grace, the Company’s chair- 
man, donated the desk his grandfather, 
William Russell Grace, had used a cen- 


tury ago. The elder Grace founded W. R. 


Grace & Co. in 1854 and later served as 

mayor of New York City. 
Anextraordinary piece of furniture 

which had once been owned by John 

D. Rockefeller, the desk measures six 


Grace CEO Predicts U.S. Economic 
Recovery to Group in China 


feet by four feet, eight inches. Known as 
a partners’ desk, it is made up of two 
desks backed together with slanted writ- 
ing surfaces, a design that predates type- 
writers. It was purchased during the first 
of Mayor Grace’s two terms. 

In the same spirit, the Company is 
helping to fund the renovation of the 
mayor’s official residence, Gracie Man- 
sion. The project is expected to take two 
years and cost $5 million, with about 80 
percent donated by the private sector. 


In an October address to the American Chamber of Commerce in Peking, Chairman 
J. Peter Grace predicted that President Reagan’s economic program will result in 
substantial economic growth in 1983, including a gradual decline in unemployment. 

The Grace chairman, who also spoke on the economic outlook before a number 
of groups in the U.S. during 1982, projected a four percent real growth in gross 
national product and a decline in the U.S. unemployment rate to below nine percent. 
Citing statistics showing that China’s 1981 trade deficit with the United States was 
more than $1.7 billion, Mr. Grace suggested the need for a substantial increase in 
Chinese exports to the United States. He also discussed the importance of expand- 
ing overall United States-China trade. 

Mr. Grace traveled in China and other Far Eastern countries during 1982 to 
evaluate investment opportunities in the area for the Company. (See article, page 8.) 


Chairman J. Peter Grace is greeted by Chinese officials upon arrival in Shanghai, one of several 
stops on a business trip to the Far East 
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Michael Reagan sets speedboat record. 


President’s Son Wins 
Grace Challenge Cup 


$102,700 Contributed to 
U.S. Olympics 


At speeds of up to 75 miles per hour, 
Michael Reagan, the President’s eldest 
son and a veteran powerboat racer, drove 
his way up the Mississippi River in a 
38-foot diesel powerboat—much of the 
time at night, in treacherous waters—to 
win the Grace Challenge Cup anda 
Grace check for $102,700 written to the 
United States Olympic Committee. 
Dodging submerged logs and down- 
river traffic, at times in total darkness 
after his lights failed, Mr. Reagan be- 
came the 13th man to conquer the 1,027- 
mile speedboat endurance race from 
New Orleans to St. Louis. His time of 25 
hours, 11 minutes broke a 10-year-old 
record and made the President’s son the 
new champion in the event. Mr. Reagan 
turned over the check—amounting 
to $100 a mile—to the United States 
Olympic Committee, of which he is a 
member. The Grace Challenge Cup will 
be awarded in future years whenever 
the record is broken. 
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Foundation Aids Health Projects Major Funding for TV Special, ‘To Hear’ 


Grace Foundation continued its pro- 
gram of philanthropy in areas related to 
health by providing major funding for 
the TV documentary film, **To Hear,” 
which first aired on October 27, 1982. 
Deafness and hearing impairment were 
among the subjects tackled by the docu- 
mentary, which was hosted by Joel Grey 
and produced by KOCE-TV, a public 
television station in Huntington Beach, 


disabled people in New York’s five bor- 
oughs to concerts in Central Park and to 
other kinds of entertainment in the city 
over the last two years. In developing 
this program, Grace Foundation worked 
jointly with Hospital Audiences, Inc., a 
nonprofit organization specializing in 
transporting hospital patients to cul- 
tural presentations and bringing per- 
formers and exhibitions into hospitals. 


agement to millions of disabled people 
in the developing nations for more than 
four decades. By educating physicians in 
highly specialized rehabilitative therapy 
techniques, the program has helped 
restore the physical health of more than 
one million handicapped people. Harry 
Truman, Herbert Hoover and Dr. Albert 
Schweitzer have been among the world 
leaders to praise Dr. Rusk’s work. 


Project Orbis, the world’s first flving hospital devoted to eve care, is one of many health-related activities funded by Grace Foundation 
The converted DC-8 jet visits 18 countries annually. 


California. About 20 million diagnosed 
cases of hearing impairment are cur- 
rently recorded in the United States— 
nearly 10 percent of the nation’s entire 
population—and estimates of un- 
diagnosed cases are as high as an addi- 
tional 20 million. 

Grace Foundation also provided 
funds for a health-related program 
which has brought dozens of physically 


The World Rehabilitation Fund 

The Foundation’s support extends well 
beyond local and even national bound- 
aries. During 1982, Foundation support 
also continued for The World Rehabil- 
itation Fund, a distinguished and unique 
program to provide help for the hand- 
icapped. Under the leadership of Dr. 
Howard Rusk, The World Fund has been 
giving practical and spiritual encour- 


Grace Foundation, established by 
W.R. Grace & Co. in 1961 asa separate 
philanthropic entity, provides support to 
tax-exempt organizations in the areas of 
health, higher education, science and so- 
cial welfare, urban and minority affairs 
and the arts. Its primary objective is to 
assist these nonprofit groups in commu- 
nities where W. R. Grace & Co. and its 
subsidiaries operate. 


Grace Productivity Film Premieres 


As the effects of the recession—closed 
factories, lost jobs—were bringing the 
subject of productivity out of the offices 
of corporate management and into the 
lives of millions of Americans, Grace 
produced a film about productivity for 
the Company’s shareholders. The film, 
““Everybody’s Job,” premiered at 
Grace’s 1982 Annual Meeting of Share- 
holders in New York City. 

The Company has focused special at- 
tention on productivity for several years, 
and the film—which was awarded a Sil- 
ver Medal by the International Film and 
Television Festival of New York—was 


another element in the Company’s cam- 
paign to educate its constituencies on 
the importance of improved produc- 
tivity. Following its premiere, the film 
was sent to more than 200 companies as 
well as schools and community groups, 
and viewed by Grace shareholders at re- 
gional gatherings. 

““Everybody’s Job,” which was filmed 
at several locations including Grace’s 
Cryovac and Davison facilities, features 
comments by Mr. Grace, including his 
admonition that Americans should 
“stop polarizing.’ Says the chairman, 
““We’ve all got to sit down and discuss 
our problems and opportunities and 
start to work together.” 

Aside from television ads and the film, 
the Company has also used another 
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highly effective channel for its pro- 
ductivity campaign: the speechmaking 
talents of its chairman, J. Peter Grace. In 
presentations to a variety of audiences, 
including financial executives, trade as- 
sociations, women’s organizations and 
college students, Mr. Grace, a member 
of President Reagan’s National Pro- 
ductivity Advisory Committee, stressed 
the part played by sluggish productivity 
in America’s economic slowdown. 


Programs to Save Dollars 

Grace’s worldwide operations converted 
these productivity sentiments into bot- 
tom-line realities during 1982, cutting 
overhead costs, consolidating divisional 
staffs in Europe and the United States, 
saving production time and speeding up 
office work through the use of comput- 
ers. These and other productivity pro- 
grams have saved millions of dollars 
throughout the Company’s businesses. 


This poster, part of a campaign at Grace Headquarters aimed at improving white collar 
productivity, encourages employees to work smarter. 


Grace Gets Land 
Reclamation Awards 


Mines in Colorado and 
South Carolina Recognized 


Two of Grace’s mining operations were 
award winners in 1982—Colowyo Coal 
Company, a partnership of the Natural 
Resources Group in Colorado, and a spe- 
cialty chemical unit in South Carolina. 


Colowyo’s Conservation 

The award to Colowyo (see article, page 
16) recognized the unit’s adoption of 
conservation practices such as topsoil 
regrading, contour furrowing, seeding, 
mulching and planting of trees and 
shrubs. Colowyo was also cited for its 
support of local conservation districts” 
efforts in mined land reclamation and 
public information and educational 
activities. The National Association of 
Conservation Districts presented the 
1982 Business Conservation Leadership 
Award to Colowyo at the Association’s 
annual convention in Phoenix. 


Construction Products Wins Again 

For the second consecutive year, Grace 
received the South Carolina Mined Land 
Reclamation first place award. The 
prize was for site reclamation performed 
at Construction Products Division's 
Hanna No. 5 vermiculite mine located 
in Enoree, South Carolina. The process 
of reclamation consists of caring for land 
disturbed by mining operations. The 
award was presented by the South 
Carolina Land Resources Conservation 
Commission’s Division of Mining and 
Reclamation. Vermiculite is used in roof 
insulation, steel fireproofing materials 
and other insulation applications, and as 
a soil conditioner. 

A certificate of recognition was also 
awarded to Grace for recent reclamation 
at Pinson No. 2, another mine at Enoree. 
Grace’s vermiculite deposits are spread 
over three South Carolina counties, 
and the Company operates a number of 
mines in the area. 


Larkin Chair 
Is Established at 
Fordham 


FORDHAM 
UNIVERSITY 


Fordham University’s Graduate School 
of Business Administration established 
the Felix E. Larkin Distinguished 
Professorship Chair in Management in 
1982 in recognition of Mr. Larkin’s many 
achievements in business and more than 
50 years of association with Fordham. 

As the Chair’s first occupant, Mr. 
Larkin, chairman of Grace’s Executive 
Committee, presented five evening 
lectures at Fordham in early 1983. 
Among his topics were ‘*Decision- 
Making,” “‘Development and Evolution 
of Human Resources” and “‘Social 
Responsibility and Business Ethics.” In 
his discussions of management prin- 
ciples, Mr. Larkin emphasized the prac- 
tical over the theoretical, illustrating 
his points with concrete examples from 
the business world. 

A 1931 Fordham graduate, Mr. Larkin 
has taught at Fordham and was chair- 
man of the Fordham University Coun- 
cil. He established the Fordham Forum 
and served as trustee and chairman 
of the Board of Trustees. At present he 
is chairman of the Business Education 
Committee of the Board of Trustees. 


Felix E. Larkin speaks to Fordham students 
on “Human Resources,” one of five lectures 
given in early 1983. 


Charles H. Erhart accepts an award for excel- 
lence in corporate reporting from Theodore S. 
Semegran of the Financial Analysts Federation. 


Company Wins Financial and Corporate 
Reporting Awards 
Annual and Quarterly Reports Are Honored 


Grace was the recipient of two awards for outstanding financial reporting. The prizes 
specifically honored the Annual Report and Quarterly Reports. 

Presented to Grace at a Quarterly Information Meeting held in February 1983, 
and accepted by Charles H. Erhart, vice chairman, the more recent award was by the 
Financial Analysts Federation for “‘Excellence in Corporate Reporting.”” The award 
recognized the Company’s responsiveness to the information needs of security 
analysts and other financial professionals. 

The earlier award was from Financial World magazine, which evaluated the 1981 
annual reports of 1,200 companies and presented a Silver Trophy—one of only 12 
best-of-industry awards—to Grace for topping all other firms in the chemical, drug 
and health-care industry classification. In 1979, Grace won the Gold Medal, 
Financial World’s all-industry top prize. 


N 
a) 


Allen S. Rupley March 22, 1902-February 26, 1983 


Allen S, Rupley served W. R. Grace & Co. for 65 years, 
including 30 as a director and six as chairman of the board. 
The following is adapted from an article that appeared in 
the Fall 1982 issue of Grace Digest. 


What makes a man serve one company for nearly a life- 
time? According to “‘Rup,” as he was affectionately called by 
his colleagues, there was no magic to it. Circumstance 
launched him at Grace; loyalty and friendship kept him on 
an unswerving path.... 


Born in Poughkeepsie, New York, in 1902, Allen Rupley 
was the son of a telephone industry pioneer who migrated with 
his wife, a schoolteacher, to New York City just before World 
War I. Rup took with him an excellent elementary school 
education from upstate New York and pursued accounting 
and law at night school. The New York Public Library was 
“almost as good as a university from an educational standpoint,” 
he maintained. 

After an employment agency sent him for an interview 
at Grace, Rup’s sojourn with the Company began on 
December 7, 1917 —in the mail room (“where all aspiring 
executives began’’). 

Thereafter, he rose rapidly. After a special assignment 
in Chile and Bolivia, a stint in San Francisco as head of the 
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Pacific Coast territory and four years in Central America, 
Allen Rupley was called back home in 1947 by Peter Grace, 
who had become president of the Company. Rup was soon 
to serve as assistant vice president and later as treasurer. 

In Latin America, Rup proved his mettle. Once, in Peru, 
he joined a rescue mission in the mountains to help save Grace 
executives who were victims of an airplane crash. He drove 11 
hours with others to the scene, then waited another 18 hours to 
minister to the injured when they were finally brought down 
from the mountaintop. 

“Allen Rupley would walk through fire to help anyone,”’ 
remarked Peter Grace, recalling this incident. ‘He was an 
unbelievable person.” 

Over the years, Rup made a reputation as a man of great 
integrity who told the truth as he saw it. Affirms Peter Grace: 
“Rup was absolutely 100 percent honest. This man was a perfect 
example of ‘To thine own self be true.’ He told it as it was, even if 
it was going to hurt you. His good judgment saved people from 
making serious mistakes because he was so careful to check 
things out first.” 

Extols Charles H. Erhart, Jr.,a Grace vice chairman 
who knew him for 33 years, ‘‘Rup’s the guy they invented all 
those Hollywood adjectives for: ‘Fantastic.’ ‘Sensational.’ 
‘Supercolossal.’”’ 

Rup’s star continued to rise in the 1950s and 1960s. He 
became a director in 1952 and in 1966 was elected chairman of 
the board. Rup resigned from this position in 1971 to serve as 
advisor to Peter Grace and president and later chairman of 
Grace Foundation. 

A testimony to his own personal growth, Rup received 
several honorary degrees: a Doctor of Humane Letters from 
both Saint Peter’s College and Colby College, and a Doctor of 
Laws degree from the University of Notre Dame. 

When not on the job, Rup enjoyed reading detective 
stories and attending the opera. At one time he raised corn 
ona farm he owned in Dutchess County, New York. 

“T’ve had a good time,” he explained. “‘]'ve been through a 


Jew flips with the Company, and it’s been a challenge to help 


guide it in promising directions. You have to be on your toes for 
that. No company is so secure that it can stay forever in the 
same place.” 

Peter Grace remembers his longtime associate this way: 
“Rup was one of the seven wonders of the world.” Then adding in 
his typically nimble way with numbers, “‘No, make that the 
‘sixth-and-a-half’ wonder of the world—for 65 years of loyalty 
and true friendship.” 
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Financial and Statistical Review 


V7—_—_—_——————OOoOoOoOOO 


Sales 1982* 


Operating Income after Taxes 1982* 


US,/Canada 
76% 


*Excludes divestment program 


US./Canada 


81% 


Europe 
11% 


Worldwide Operations (/98/ and 1980 restated) 
The following table provides a geographic breakdown of sales and operating income (loss) after 
taxes in 1982, 1981 and 1980 by line of business: 


Operating Income 
Sales (Loss) after Taxes ‘"” 
(3 millions) 1982 1981 1980 1982 1981 1980 
United States /Canada 
Chemical 

Spacislty .s2. uence $1,183 $1,128 $ 996 $103.5 $90.9 $ 73.7 

Agricultural............ 577 666 701 25.2 47.8 69.3 
Natural Resources ........ 750 896 601 103.7 169.2 101.7 
Consumer 

Specialty Retailing ...... 1,334 1,206 1,030 23.4 23.0 22.0 

SPSEAIIEAING cca aca. tees 634 598 525 8.5 235 (11.2) 
General Business ......... 380 371 378 6.7 9.8 Sil 
Total United States/ 

GARDA as esseatewnten, 4,858 4,865 4,231 271.0 343.2 258.6 
Europe 
Chemical 

Saecsaliv'. 2c cccc cates 631 658 739 29.5 41.9 48.8 

Agricultural......... ne a — 5 _ _ _ 
Natural Resources ........ a = _ (.8) (.5) 5 
General Business ......... 213 224 284 12.0 9.1 11.5 
Total Europe............. 844 2 1,028 40.7 50.5 60.8 
Latin America, Far East 
and Other Areas 
Chemical 

Specialty .....05.05 7 205 206 179 26.8 22.8 18.4 

Agricultural............ 58 55 61 10.7 12.9 15.9 
Natural Resources ....... 46 93 131 7.5 13.3 10.3 
General Business ..... : 4 7 rf 1.7 3 _ 
Total Latin America, 

Far East and Other Areas . 313 361 378 46.7 49.3 44.6 
Total Operations...... 6,015 6,108 5,637 358.4 443.0 364.0 
Divestment Program” 113 429 506 a) 19.9 10.6 

OD steerage Gey 5% $6,128 $6,537 $6,143 $359.3 $462.9 $374.6 


Grace’s net investment in operations outside of the United States was $4907 million in 1982, $497.3 


million in 1981 and $467.7 million in 1980. 


() Operating income (loss) after taxes is computed before gains (losses) on disposal of businesses, the 1982 gain onthe 
restructuring of Chemed Corporation, foreign currency effects related to Financial Accounting Standard No. 8 in 1981 and 
1980 and allocation of general corporate overhead, general corporate interest and interest on debt of certain domestic 


subsidiaries. 


() Represents the sales and operating income after taxes of units disposed of, units for which provision for loss on future 
disposal has been recorded and Chemed Corporation excluding the Dearborn Group. 
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Accounting for Foreign Exchange— 
An Explanation 


How best to account for foreign exchange and currency translation has been debated by the 
financial community for decades. Professional accounting groups in the United States have, at 
various times, proposed differing solutions to the problem. The latest is Financial Accounting 
Standard (**FAS”’) No. 52, which Grace adopted for 1982, issued by the Financial Accounting 
Standards Board in December 1981. Our prior years’ financial statements, rendered in accor- 
dance with FAS No. 8—the controversial predecessor guideline—have not been restated. 


Under FAS No. 8, the book values of certain foreign assets, such as inventories and plant and 
equipment, were translated into U.S. dollars at exchange rates in effect when the assets were 
acquired. Deferred income taxes payable were also translated on this basis. Only items such as 
foreign money owned or owed (for example, cash or loans payable) changed in dollar value as 
exchange rates varied. The subsequent translation of inventory sold and depreciation using 
historical exchange rates produced a mismatching of costs and revenues in the income statement. 
Often giving an impression contrary to the economic effects of an exchange rate change, this 
system frequently caused radical and unpredictable fluctuations in income, dismaying 
management, analysts and shareholders alike. For this reason, Grace chose to present to share- 
holders financial data by line of business (see page 36) based on translation principles it had 
followed prior to the existence of FAS No. 8. To minimize confusion, Grace consistently sepa- 
rated the effects of FAS No. 8 in reporting results so that readers of our financial statements could 
evaluate earnings before and after any distortion it produced. 


FAS No. 52 mandates a different, somewhat simpler alternative to the complex problem of 
translating foreign currency financial statements into U.S. dollars. Now, ai/ assets and liabilities 
are translated at the rate of exchange in effect as of the balance sheet date. Under FAS No. 52, 
gains and losses arising from this translation are reported in a separate account in the equity 
section of the balance sheet and are not reflected in net income. Translation of all revenues and 
costs in the income statement are made at the average rates of exchange during the period. This 
new methodology should produce much smaller exchange fluctuations in income from one 
period to another. 


However, the “‘all-current’’ method of FAS No. 52 cannot be used without modification when 
subsidiaries are located in countries with consistently high rates of inflation. At present, Argen- 
tina, Brazil and Mexico are the only nations with Grace operations that fall clearly into this 
“hyperinflation” category; in these cases, the FAS No. 8 rules continue to apply. Translation 
effects on Grace investments in these markets are not significant to the consolidated results. 


Unchanged from FAS No. 8, net income will include the results of completed foreign exchange 
transactions, e.g., gains or losses realized on actual payments or collections of foreign payables 
and receivables. Again, such foreign exchange effects for Grace have been negligible. 


In essence, changes in the equity section of the balance sheet caused by FAS No. 52 occur when 
the relationships of the foreign currencies of overseas businesses to the U.S. dollar change. Simply 
stated, when those currencies become less valuable (i.e., the dollar strengthens), an erosion of 
reported shareholders’ equity occurs; if the dollar weakens, an improvement in shareholders” 
equity is reported. 


JOHN FE SPELLMAN 
Executive Vice President and 
Chief Financial Officer 


31 


Financial and Statistical Review 


Quarterly Summary ‘” Unaudited (dollar amounts in millions except per share) 


Operating Results 


MSS 525 chal aia win dy ana shee Oe lara eV 
Cost of goods sold and operating expenses . . 
Otherexpenses: nets «.i.5 cheese nese to's 


Income before taxes, effect of FAS No. 8, disposal 


of businesses and Chemed restructuring. . 
INCONIE LAKES: os ss a cintseaira es 5 ses a bs 
Income before effect of FAS No. 8, disposal 

of businesses and Chemed restructuring. . 
BitetorFAS No), 9.5: FArewncaentnares 
Gains (losses) on disposal of businesses .. . . 
Chemed resizucturing csc oot: sana 
INGCINCOME o5 6 nev) skus etme mune 


Earnings per share: 
Income before effect of FAS No. 8, disposal 
of businesses and Chemed restructuring 
ERSttoh EAS NO RO) ocr ete en nasi sie 
Effect of disposal of businesses.......... 
Effect of Chemed restructuring.......... 


Earnings per share assuming full dilution. . 


Sales by Line of Business 
Chemical 


BORCIDNY Ae Sr catsuit sis Sree et Pats els . 


PABNICUMRAL i oiaiecstes c dicxee Ss 
Natural Resources 
Consumer 

Specialty Retailing 

Restaurant ...... Zika re RMe TK Mists oiiate 


PRA OPOTOLIONB 2))6.0, sg ieaencaas vccaye wes 
Divestment Program’. ........ 625.200. ee 
Totals os.;, Pics kerr ecko Me he Merteltaaes 


First Quarter Second Quarter Third Quarter Fourth Quarter 
1982 1981 1982 1981 1982 1981 1982 1981 
$1,463.2 $1,489.4 $1,630.2 $1,690.9 $1,441.9 $1,592.6  $1,592.3 $1,764.3 
(919.8) (933.7) (1,042.7) (1,073.3) (917.4) (1,003.0) (1,012.8) (1,123.7) 
(439.3) (427.0) (468.7) (470.6) (454.3) (468.6) (448.8) (516.6) 
104.1 128.7 118.8 147.0 70.2 121.0 130.7 124.0 
(22.9) (43.1) (41.9) (52.0) (26.8) (43.4) (77.2) (41.3) 
81.2 85.6 76.9 95.0 43.4 77.6 53.5 82.7 
os (1.4) — 4.3 _— (13.9) — ze f 
(2.1) (.6) _— a) 1.0 34.4 5 (3.6) 
65.1 = = ot = = = = 
$ 144.2 $ 836 $ 769 $ 1002 $ 444 $ 981 $ 540 $ 82.8 
S$, 168 $ 278 $ 159° 98 S$ 81S M6t §$ 110 $ 71 
-- (.03) _ 09 — (.29) _ .08 
(.04) (01) — 01 01 ie 02 (.07) 
1.35 — — = _— _ _ _ 
$5299 $74: $2 1159S Bos S99 S204 Sr 2 S72 
$204" Ss 70) SONS? S205 $ 518200 Su S169 


$ 470.2 $ 475.0 


$ 520.4 $ 497.8 


$ 496.5 $ 483.3 


$ 531.4 $ 535.2 


134,7 169.3 218.1 229.7 138.6 156.7 144.1 165.7 
240.4 209.0 215.9 236.9 172.3 271.5 167.7 272.1 
258.2 232.4 345.9 316.1 316.7 289.2 413.3 368.2 
154.6 140.9 163.4 150.5 163.8 155.2 151.9 151.5 
142.9 144.5 146.0 142.1 133.7 133.4 174.5 181.8 
1,401.0 1,371.1 1,609.7. 1,573.1 1,421.6 1,489.3 1,582.9 1,674.5 
62.2 118.3 20.5 117.8 20.3 103.3 9.4 89.8 


$1,463.2 $1,489.4 


$1,630.2 $1,690.9 


$1,441.9 $1,592.6 


$1,592.3 $1,764.3 


Operating Income (Loss) after Taxes by Line of Business” 


Chemical 

RCIA. se crers sa cisata leon ned eistiwae ie lawiisa & $ 29.7°$ 353 $ 40:7 $ “37:8 $ 409 $ 386, $485 $ 43.9 

RAPED 2o 2. oa. ipa cake sph ee owcnans 15.9 30.0 12.4 17.5 3.2 ope 4.4 57 
INSET AR RESCRINOES sic crc% ota Mec lanes svoe ea uanccaio cs 52.8 40.5 39.1 38.7 21.5 56.3 (3.0) 46.5 
Consumer 

Bpeciaity Retailing ae edie ce.scx'e ein sie gin (4.6) (2.8) 7.8 7.6 1.8 2.4 18.4 15.8 

Restaurant 1.0 af 2.5 2.3 3.4 RE 1.6 (.6) 
General Business 5.8 3.7 4.2 4.8 3.0 $4 7.4 7.6 
RGD ORORTOUS ssc iss nee nee 100.6 106.8 106.7 108.7 73.8 108.6 173 118.9 
Divestment Program™ . . nf 3.9 PS 5.5 2 6.2 (.2) 4.3 

OAL orto giecin $ 101.3 $ 110.7 $ 1069 $ 1142 $ 740 $ 1148 $ 77.1 $ 123.2 


® Data forall periods in 1981 have been restated for poolings of interests, all of which were completed prior to the end of the first quarter of 1982. Data for all periods, except 


the fourth quarter of 1982, have been reclassified. 


®) Financial Accounting Standard (**FAS”’) No. 8 only affects 1981; Grace adopted FAS No. 52 on a prospective basis in 1982. 


(3) Represents the sales and operating income (loss) after taxes of units disposed of, units for which provision for loss on future disposal has been recorded and Chemed 


Corporation excluding the Dearborn Group. 


(# Operating income (loss) after taxes is computed before gains (losses) on disposal of businesses, the 1982 gain on the restructuring of Chemed Corporation, foreign currency 
effects related to FAS No. 8 in 1981 and allocation of general corporate overhead, general corporate interest and interest on debt of certain domestic subsidiaries. 
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Employment 


Key Financial Ratios —Five Years 


Earnings Per Common Share 


1978 


1979 1980 1981 1982 


There were approximately 82,200 Grace employees at the end of 1982, compared with 89,000 
at the end of 1981 and 92,000 at the end of 1980. They were distributed as follows: 


(Rounded to hundreds) 
United States /Canada 


Chemical 


Natural Resources. 


Consumer 


Corporate Headquarters 


Europe Chemical 


General Business............... 


Latin America, Far East Chemical 


& Other Areas 


Total Operations . 
Divestment Progr: 
Total 


ANI Gc x ossaesesiss 


1982 1981 1980 
15,900 16,800 18,000 
4,400 6,700 ~—-5,300 
45,800 44,400 45,800 
2,200 1,900 2,000 
800 800 800 
8,000 8,000 ~——-8, 100 
2,000 2,000 ~—>—-2,000 
3,000 3,000 ~——-3,100 
100 100 ~=———-100 
82,200 83,700 ~—-85,200 
— 5,300 6,800 
82,200 89,000 92,000 


*Represents units disposed of and Chemed Corporation excluding the Dearborn Group. 


Total employment costs in 1982, including salaries, wages, benefits and social security taxes, paid 
by Grace, were $1.5 billion compared with $1.6 billion in 1981 and $1.5 billion in 1980. 


Income Statement 
% Pretax, pre-interest income to sales. ...... 
Sh Netincome te salesin: 3.005. n%.caise eae tals 
% Income taxes to pretax income .... 


Balance Sheet 

Debt ratio . PCR oe ko 
% Total debt to total capital . 
Current assets/current liabilities . . 
Profitability 

% Operating income to sales 
% Return on total capital... . 

% Return on shareholders’ equity 


Asset Turnover 

Sales/inventories. . . . 

Sales/receivables. . . . 2a arena ete 
SSBLON/TOLAL AREER rari. crassa eels ee 


Cash Flow 

% Cash flow to total debt 
% Dividends to cash flow 
% Dividends to netincome . . 


Stock Market 

Average Viele cies. s.%ceidiata cam teases 
Year-end price/earnings (P/E) 
Year-end price/book value................ 


1982 


9.9% 
5.2 
34.8 


37.1% 
40.1 
ar 8 


1981 198019791978 
10.4% 10.4% 10.0% 9.4% 
5.6 4.7 4.3 3.9 

33.8 42.3 45.8 46.9 
39.6% 37.8% 34.1% 35.0% 
42.9 42.5 40.4 41.5 
1.6x 1.5x 1.6x 1.8x 
7.1% 6.1% 5.5% 5.1% 
15.3 13.9 12.4 10.4 
20.2 18.1 16.3 13.9 
Pook 7.7x 7.1x 6.6x 
8.3 8.2 7.7 7.5 
1.4 1.5 LS 1.4 
40.6% 41.9% 38.6% 35.0% 
18.4 18.0 20.8 20.5 
32.1 355 38.0 41.3 
5.7% 3.9% 5.2% 6.4% 
6.0x 9.7x 8.1x 6.6x 
Fl 1.6 Le 8 


Comparative Quarterly Earnings 


The following table shows net income and earnings per share by quarter, as restated, for the 


five-year period 1978-1982: 


Net Income (§ millions) Se Earnings per Share ea 
First Second Third Fourth First Second Third Fourth 
Quarter Quarter Quarter Quarter Total Quarter Quarter Quarter Quarter Total 
1978 $ 37.6 $ 54.9 $44.7 $40.1$177.3 $ 84 $1.24 $ .97 $ .88 $3.93 
1979 58.1 61.9 45.1 66.7 231.8 1.25 1.34 97 1.42 4.98 
1980 66.4 84.4 69.5 68.4 288.7 1.40 1.78 1.46 1.43 6.07 
1981 83.6 = 100.2 98.1 82.8 364.7 1.74 2.08 2.04 172° 7.58 
1982 144.2 76.9 44.4 54.0 319.5 2.99 1.59 92 1.12 6.62 
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$700 


1978 


Capital Expenditures/ 
Working Capital 
Provided by Operations 
($ millions) 


1979 1980 1981 1982 


cromenmere Capital Expenditures 


cmeaevrue Working Capital 
Provided by Operations 
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Capital Expenditures, Net Fixed Assets, and Depreciation, 
Depletion and Lease Amortization (/98/ and 1980 restated) 


Depreciation, 
Capital Net Depletion and 
Expenditures Fixed Assets Lease Amortization 
($ millions) 1982 1981 1980 1982 1981 1980 1982 1981 1980 
By Line of Business 
Chemical 
Specialty ..5..6:..5% $141 $132 $138 $ 590 $ 567 $ 502 $65 $63 $ 52 
Agricultural. ....... 42 42 27 228 218 210 26 28 27 
Natural Resources .... 241 347 325 1,108 975 716 98 80 63 
Consumer 
Specialty Retailing . . 55 44 64 322 304 284 25 22 19 
Restaurant......... 49 66 90 364 365 340 36 33 26 
General Business ..... 21 z 8 60 48 47 6 5 6 
Total Operations...... 549 638 652 2,672 2,477 2,099 256 231 193 
General Corporate .... 10 20 2 34 29 12 5 3 2 
Divestment Program* . 1 7 8 _ 37 67 1 6 10 
Wetale:tsucietiacas $560 $665 $662 $2,706 $2,543 $2,178 $262 $240 $205 
By Geographic Location 
United States/Canada. $486 $570 $583 $2,411 $2,196 $1,862 $227 $201 $167 
BGG ese css oc a.0' 55 60 56 213 226 180 21 21 17 
Latin America, Far East 
and Other Areas .... 8 8 13 48 55 57 8 9 9 
Total Operations. ..... 549 638 652 2,672 2,477 2,099 256 231 193 
General Corporate — 
United States....... 10 20 2 34 29 12 5 3 2 
Divestment Program* . 1 c 8 — 37 67 1 6 10 
PA eyecare: clare $560 $665 $662 $2,706 $2,543 $2,178 $262 $240 $205 


*Represents units disposed of, units for which provision for loss on future disposal has been recorded and Chemed Corpora- 
tion excluding the Dearborn Group. 


Major capital projects for which expenditures were made in 1982 and the actual or estimated 
completion dates thereof include: purchase of new drilling rigs; completion of a diammonium 
phosphate plant in Bartow, Florida (November 1982); construction of a nitroparaffins plant in 
Deer Park, Texas (May 1984); completion ofa battery separator plant in Selestat, France 
(December 1982); expansion of flexible packaging materials facilities in St. Neots, England and 
Epernon, France (May 1983); construction of a new syloid plant in Sao Paulo, Brazil (December 
1983); purchase of, exploration for and development of oil and natural gas producing properties; 
and selected specialty retailing and restaurant openings. 


Major capital projects for which expenditures were made in 1981 included: purchase of new 
drilling rigs; construction of three organic chemical plants in Deer Park, Texas; construction of a 
printing blanket plant in Morristown, Tennessee; construction of a molecular sieve plant in 
Valleyfield, Quebec; construction of a battery separator plant in Selestat, France; construction 
ofa diammonium phosphate plant in Bartow, Florida; purchase of, exploration for and develop- 
ment of oil and natural gas producing properties; and specialty retailing and restaurant expan- 
sion programs. 


Major capital projects for which expenditures were made in 1980 included: purchase of new 
drilling rigs; domestic and foreign expansion of flexible packaging materials operations; con- 
struction of a battery separator plant in Selestat, France and expansion of an existing facility in 
Hamburg, West Germany; purchase of, exploration for and development of oil and natural gas 
producing properties; and specialty retailing and restaurant expansion programs. 


Grace estimates that capital expenditures in 1983 will exceed $475 million. 
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Environmental Control 

Grace expended approximately $20 million, $30 million and $15 million for environmental 
compliance in new and existing plant facilities during 1982, 1981 and 1980, respectively. In 
constructing and operating its plants, mines and other facilities, Grace makes every effort to 
comply with environmental laws and regulations. Environment-related capital expenditures are 
expected to be approximately $16 million in 1983 and $18 million in 1984. Constantly evolving 
environmental standards on the local, state and federal levels make it difficult to forecast the 
amounts of such expenditures in subsequent years. However, Grace anticipates that it will be 
necessary to make environment-related capital expenditures averaging approximately $12 mil- 
lion per year in 1985 through 1987. 


1982 Acquisitions 

During 1982, the Company issued Grace common stock as consideration in the acquisition of 
two natural resource companies. The two companies were: Omega Equipment, Inc. (January) 
and France Drilling Corporation (March). 


In addition during the year, Grace acquired the following five energy-related companies, 
which for accounting purposes have been treated as purchases: Midas Mud Company, Inc. 
(January); Mud Engineering Supplies (March); Astro Mud, Inc. (April); Coastal Mud Company 
(June) and Dixie Oil Tools, Inc. (September). 


Research and Development 

Grace’s research and development activities are directed toward improving and expanding exist- 
ing businesses and developing new business and investment opportunities. The distribution of 
these efforts among major research and development objectives is shown in the following table: 


(S millions) New Products 
Existing Compatible | New Business Basic Research/ 
Products&  withExisting &Investment Technical Divested 
Processes Businesses Opportunities Information Units Total 
BOTS icici $14.1 $14.2 $ 3.9 ee $4.8 $37.3 
|. Se 17.6 16.2 3.9 a 4.5 42.4 
1980...... 19.0 16.0 5.5 1.6 2.9 45.0 
CL i eee 24.7 18.2 7.3 1.9 2.6 54.7 
CT: eee 27.1 17.2 14.0 2.8 4 61.5 
Laboratories associated with the Company’s manufacturing facilities in the United States, 
Research & Development Europe and the Far East carry out most of the development aimed at supporting existing 
Expenses 1982 products and processes and much of the new product work to expand their current businesses. 


Existing Product: eee tans ae 3 F 5 “ 
ee ae toy ab The Company’s Research Division in Columbia, Maryland is responsible for generating the 


new technologies and products needed to expand existing businesses and position Grace to 
participate in new technical business areas. Current examples of these activities include: new 
technology to enhance Grace’s position as a supplier of corrosion control and bonding materials 
to auto manufacturers in Europe and the United States; specialty chemical products to improve 
efficiency in drilling oil and gas wells; and new processes for specialty organic chemicals based on 
advances in catalysis. 


The Research Division also is the focus for the Company’s biotechnological developments. 
Programs to develop bioprocesses for specialties such as amino acids are supplemented by a 
broad spectrum of directed and long range fundamental contracted research at leading 
universities and genetic engineering companies. 


In 1983, the Company plans to increase research spending to approximately $70 million, with 
Basic & Other New Products 22 emphasis on expanding the Research Division’s programs in biotechnology, catalysis and 
5% 28% engineering research. 
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Financial Data by Line of Business 1978-1982 
($ millions—1978-1981 restated) 


Average Average 

Annual Annual 

Growth Growth 
Sales Rate Operating Income (Loss) after Taxes) Rate 


1982 1981 1980 1979 1978  1978- 1982 1982 1981 1980 1979 1978 1978-1982 


Chemical 


Natural Resources 


Natural Resources $ 796 $ 989 $ 732 $ 518 $ 364 21.6% $110.4 $182.0 $112.5 $ 73.8 $ 29.2 39.4% 
% 13 16 13 I 10 31 41 31 27 14 
Consumer 


General 


Total Operations $6,015 $6,108 $5,637 $4,643 $3,670 13.1% 358.4 $443.0 $364.0 $275.4 $210.3 14.3% 
% 100 100 100 100 100 ~ 100 100 100 100 100 
Divestment Program $ 113 $ 429 $ 506 $ 687 $ 827 — $ 9 $19.9 $ 10.6 $ 18.6 $ 17.1 — 


Total $6,128 $6,537 $6,143 $5,330 $4,497 8.0% $359.3 $462.9 $374.6 $294.0 $227.4 12.1% 


" Operating income (loss) after taxes is computed before gains (losses) on disposal of businesses, the 1982 gain on the restructuring of Chemed Corporation, foreign currency 
effects related to Financial Accounting Standard No. 8 in 1981 and prior years and allocation of general corporate overhead, general corporate interest and interest on debt of certain 
domestic subsidiaries. For this table, taxes are computed substantially on a separate return basis for each subsidiary and division of Grace. In the case of each U.S. subsidiary and 
division, benefits for all generated investment tax credits and operating losses, ifany, are recognized currently 


® Allitalicized percentages represent perceatages of Total Operations. 


© Represents the sales and operating income after taxes of units disposed of, units for which provision for loss on future disposal has been recorded and Chemed Corporation 
excluding the Dearborn Group. 


36 


W. R. Grace & Co. 1982 Annual Report 


Line of Business Markets Principal Trade Names & Products 


Extractive Production, Exploration & Oil, natural gas, sulfur, metallurgical & steam coal 

Operations Development 

Energy Oil Field Services Grace Drilling onshore contract drilling, Homco oil field services, 
Services Booker offshore workover services, ST Services storage, pipeline facilities, 


DMI drilling mud, Rent-/t equipment rental 
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Corporate Organization 


Board of Directors 


Corporate 
Executive 


Officers 


Operating 
Group 
Executives 


Agricultural General Industrial Industrial Natural 
Chemicals Group J} Products Group Chemicals Group Resources Group Restaurant Group Retail Group 
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Key Locations 


Financial and Statistical Review Specialty Chemicals 
Sales by End Market Percent of Total 
(S millions) 1982 1981 % Change 1982 1981 
Leach gt i gis eRe (Se CRSP CERT ars $ 580 $ 580 —% 28.7% 29.1% 
NEQRERESUEC TONE. fe orca sits ova Satay oR 340 352 (3.4) 16.8 17.7 
OTT ETT GG ae ieeeeede eee APERRCO PER RCE ve fe rere 224 190 17.9 1 HR 9.5 
Generallindustryn cay i cakes 221 206 7.3 10.9 10.3 
PULOMOLIVE Sead co oo lta ere sae fa cea 176 170 S35 8.7 8.5 
COIR res ccc ones nate omiaree ss 165 171 (3.5) 8.2 8.6 
Chemical Intermediates. ................ 126 135 (6.7) 6.3 6.8 
Water Treattneites so. Sac cctcnsdcexep 99 101 (2.0) 4.9 Sl 
LON Pi 1: Gee ee ae Se ae 88 87 Ll 4.4 4.4 
CE aS pera eer eh eer eee a nn Ray Ry $2,019 $1,992 1.4% 100.0% 100.0% 
Sales by Geographic Region 1982 
Restated at 
($ millions) As Reported 1981 Exchange Rates 1981 
United States/Canada ................... Me $1,183 $1,186 $1,128 
RUN sree alg oka eee viol ate race Aeiesaiaa nage shee oes 631 726 658 
Latin America, Far East and Other Areas... . . . 205 319 206 
TR gs pitansad caus one an nda danenen $2,019 $2,231 $1,992 


The relatively strong dollar resulted in specialty chemicals incurring an unfavorable sales vari- 
ance due to currency translation of $212 million (10.6%) on its foreign business operations in 
1982. However, local currency price increases, combined with modest volume increases in a 
troubled world economic environment, generated an overall 1.4% sales increase for 1982. 
Operating income after taxes as a percent of sales remained stable at 7.9% and 7.8% for 1982 
and 1981, respectively, thus resulting in income growth of $4.2 million, or 2.7% from $155.6 
million in 1981 to $159.8 million in 1982. 
To support its growth over the past five years and to enable continued growth, specialty 
chemicals has undertaken capital expenditure projects valued in total at $556 million during the 
1978-1982 period. Grace's expectation of continued sound business potential in its foreign 
markets is evidenced by the fact that 41.7%, or $232 million, of the 1978-1982 capital expenditures 
were for projects outside the United States and Canada. 


Construction Products 
HQ: Cambridge, Mass. 
Mines: Enoree, S.C. 


Organic Chemicals 
HQ: Lexington, Mass. 
Plants: Deer Park, Tex. 


Dewey and Almy Chemical 
HQ: Lexington, Mass. 
Plants: Atlanta, Ga. 


Libby, Mont. Nashua, N.H. Canton, Mass. 
Plant: Chicago, III. Owensboro, Ky. Chicago, Ill. 
Cryovac Waterloo, N.Y. Montreal, Quebec 
HQ: Duncan, SC. European Darex SaniLeandro, Calif 


Plants: Cedar Rapids, lowa 
Towa Park, Tex. 


HQ: Lausanne, Switzerland 
Plants: Barcelona, Spain 


Woodbury, N.J. 


Pacific-Interamerican 


Mississauga, Ontario Epernon, France HQ: New York, N-Y. 
Reading, Pa. Hamburg, West Germany Plants: Melbourne, Australia 
Simpsonville, S.C. Milan, Italy Mexico City, Mexico 

§ - St. Neots, England Porirua, New Zealand 
Davison Chemical 


HQ: Baltimore, Md. 
Plants: Baltimore 


Selestat, France 
Worms, West Germany 


Quilmes, Argentina 
Sao Paulo, Brazil 


Chattanooga, Tenn. European Technical Products et ap 0s 
Cincinnati, Ohio HQ: Suresnes, France E 
Lake Charles, La. Plants: Bollate, Italy Polyfibron 


South Gate, Calif. Heidelberg, West Germany HQ: Lexington, Mass. 
Valleyfield, Quebec Helsingborg, Sweden Plants: Acton, Mass. 
- Slough, England Adams, Mass. 
Dearborn Chemical Steinbach, France De Pere, Wis. 
HQ: Lake Zurich, Ill. Teessid, : 
Plantes Cake Zatch eesside, England Morristown, Tenn. 
: Widnes, England Owensboro, Ky. 


Mississauga, Ontario 


Roanoke Rapids, N.C. 
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Financial and Statistical Review Agricultural Chemicals 
Percent of Total 

Sales by End Market ($ millions) 1982 1981 %Change 1982 1981 

Reeivets fcttonvc ss hada iotareeoe $464 $544 (14.7)% 73.1% 75.5% 
Feed & Feed Supplements ................ 133 140 (5.0) 20.9 19.4 
AMMALTTUSHANALY «3 a.0 S cioincieiowae arsehiens 38 37 25, 6.0 5.1 

PRA ras crcbarcteem eta cit, ainith one aR YY $635 $721 (11.9)% 100.0% 100,0% 


1982 Rated Annual Capacities 


Key Industry Data* 


US. Plant Operating Rates—% 


60 


1978 1979 1980 1981 1982 


—_———e Ammonia 

~erewer Phosphoric Acid 

anes Phosphate Rock 

Sources; U.S. Depts. of Commerce and the 


Interior/W. R. Grace & Co. 
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The 1982 decline in fertilizer sales of $80 million, or 14.7%, was due to unfavorable variances 
in the following: selling prices, $14 million, or 2.6% pts., and volume, $66 million, or 12.1% pts. 


(Product tons, except as noted) 


Nitrogen Products 

Ammonia 1,228,000 
Urea 465,000 
Nitrogen solutions 330,000 
Ammonium nitrate 120,000 
Ammonium sulfate 90,000 
Phosphate Rock Reserves 

Technologically mineable 450,000,000 


Phosphate Products 

Phosphate rock 4,300,000 
Phosphoric acid (100% P20) 737,000 
Concentrated phosphates 1,975,000 
Mixed /Blended/Fluid Fertilizers 1,535,000 
Phosphate Rock 

1982 production 2,400,000 
Years of production 

at current annual rate 100+ 


Grace’s plant operating rates in 1982 and 1981 for the key AgChem product lines were: ammonia, 
81% vs. 84%; phosphoric acid, 63% vs. 76%; and phosphate rock, 56% vs. 95%. Total AgChem 
fertilizer sales volume declined to 4.1 million product tons in 1982 from 5.0 million tons in 1981. 


Demand—United States 


AMMODIS OOOSTIN) 05.2 52500 secs eect ean 
Wet-Process Phosacid (000 ST P,0¥ 
Phosphate Rock (000 ST) 
Prices 

Ammonia, Domestic, FOB U.S. Gulf (5/87). . . . 
DAP, Export, FOB Tampa ($/M7) 
DAP, Domestic, FOB Central Fla. ($/S7) 
Phosphate Rock, Export, FOB U.S. Gulf /s/v7). 


Pretax Profits—U.S. Fertilizer Industry ($ millions) 


1982 1981 1980 1979 1978 
12,651 14,788 16,429 15,840 14,272 
8.013 9,166 10,190 9,645 8,849 
42,548 52,595 60,697 58,424 52,879 
$129 $162 $ 136 $112 $ 85 
181 193 225 193 139 
160 171 195 168 121 

34 40 36 26 22 
(42) 823 1,403 922 473 


“Sources: Demand—U.S. Depts. of Commerce and the Interior/W.R. Grace & Co.; Prices— Green Markets 


Fertilizer Export Volumes 
(Index 1978100) 


150 


50 


1978 1979 1980 1981 1982 


saeenaim Nitrogen (N) 
~~veseee Phosphates (P,0;) 
~—mewees Phosphate Rock 


Source: U.S. Dept. of Commerce 


U.S. Realized Net Farm Income 
(Index 1978-100) 


Na aemenetnte 
70 

i, ee 
50 
1978 1979 198019811982 


eceensmer Current dollars 


«st earn Constant dollars 


~~~ Crop Prices Received by Farmers 


Source: U.S, Dept. of Agriculture 


Financial and Statistical Review 
—— SSeS 


Energy Services 

US. Drilling Statistics 

(Index 1978100) 
300 
250 
200 
150 
100 

| 
1978 1979 1980 1981 1982 


eoom>eree, Drilling Expenditures 


Number of Wells Drilled 


vere Total Footage Drilled 


Source: 


American Petroleum Institute 


Natural Resources 


Grace Drilling Company —Contract drilling; 113 rigs providing drilling services used in the 
process of drilling for oil and gas. 


Booker Drilling Company, Inc.— Well completion and workover; 25 rigs serving oil companies 
operating in the Gulf of Mexico. 


Drilling Mud, Inc.— Drilling mud products and services used in the process of drilling for oil and 
gas; 60 distribution points in 12 states. 


Homco International, Inc.— Fishing and cutting, freepoint and back- off, tool rental, gas mea- 
surement services, rig lighting systems and drill collar manufacturing; 42 U.S. district locations; 
four locations in Canada; five foreign locations. 


Rent-It Inc.— Rental and sale of construction equipment; 37 distribution points in six states. 
ST Services— Operates and owns bulk liquid storage facilities; 5.6 million barrel capacity; 
24 terminal locations in 17 states. 


1982 1981 1980 1979 1978 


Grace Drilling — Number of rigs*.......... 113 101 83 53 41 
Avg. % rig utilization—onshore rigs . . . . 56.4% 98.4% 97.0% 85.7% 91.8% 
Number of wells drilled ................ 479 641 620 450 396 

Booker Drilling— Number of rigs .......... 25 25 23 21 19 

Drilling Mud—Number of service centers. . . 60 53 40 34 32 

Homco—Service locations*............... 51 45 41 35 33 

Rent-It— Number of sales/service locations. . 37 32 28 20 17 

ST Services— Commercial storage capacity 
ORUORSORBDIED Eo 8 oreo Staves aie ceo re ere 5.6 4.9 4.0 2.7 1.9 
Number ofterminals .................. 24 23 21 16 14 


*All data are shown on a pooled basis except Grace Drilling rigs and Homco service locations. 


Gulf of Mexico Multi-Well Number of U.S. Rigs Available/ 
Platforms —Year-End Average U.S. Rig Utilization—% 
700 6,000 90% 
600 5,000 Pet 80 
a 


500 oe 4,000 a 70 


400 3,000) 60 
| 
300 2,000 50 
1978 1979 1980 1981 1982 1978 1979 1980 1981 1982 


Source: Offshore Rig Data Service msemnnwe Rigs Available (Onshore and Offshore) 
wesntomante % Utilization 


Sources: Reed Rock Bit Company 
Hughes Tool Company 
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Natural Resources 
Capitalized Costs Relating to Oil and Gas Producing Activities 
(8 millions) December 31, 1982 1981 
Unproved oiland gas properties... 2.20... 6. sees eee eee dene ene $ 50.2 $ 49.7 
Proved oil and gas properties... . oc ccicccssinn esa vee ea cn neecwees 889.7 Fae 
939.9 820.9 
Accumulated depreciation, depletion, amortization 
AECL WEA SA VRONY BUN WWR TICE oe acct as nee come) Ore eyesore aiete nia a Leglawide sarah (269.8) (216.2) 
Pleb caAMNED COME 5. 5. on cet neo one teen nes sadsaaad $670.1 $604.7 


Costs Incurred in Oil and Gas Property Acquisition, Exploration and Development Activities 


Property 
Acquisition Costs Exploration Development 
($ millions) Proved Unproved Costs Costs 
United States 
$101.2 $18.7 $10.4 $ 88.5 
25.4 36.7 12.5 103.6 
42.1 22.8 39.5 62.8 
_ _— _ 4 
_— 1 _— 4 
1.8 — — 1 
Libya 
NORD re on cce nena eae es oF — _— 2 2 
NOR cr chats- vi srctataveats eden rmcais aise eras _ — 4 —_ 
18 ee ER cee PE RRS Pher — — 6 _ 
Total 
WOO. ake vs cscs nee aes k™ $101.2 $18.7 $10.6 $ 89.1 
PBA fia cece jcaatinerraen canine ely 25.4 36.8 12.9 104.0 
| a SOR tee ER weg eae 43.9 22.8 40.1 62.9 
Je SS ee SS SS EEE ES SSS ee — eee 
Results of Operations for Oil and Gas Producing Activities” 
United States Canada Libya Total 
(8 millions) 1982 1981 1980 1982 1981 1980 1982 1981 1980 1982 1981 1980 
BRM oocwwaeen nrdaeiesrece bees pt $230.3 $236.3 $190.9 $2.4 $2.1 $2.7 $43.7 $92.3 $129.8 $276.4 $330.7 $323.4 
Expenses 
Production costs, including cost of 
purchased Libyan crude oil......... 71.0 89.6 67.0 8 6 3 12:7 63:3 65:9 84.5 1535 133.2 
Exploration expenses ............--- 26.6 5.4 Tt = -- — 6 4 2 a BP} 5.8 79 
Depreciation, depletion, amortization 
and valuation provisions........... 67.0 49.3 44.1 £5) vl 4 BY fi al 67.5 49.5 44.6 
Income tax expense” ............... 27.1 39:2 30.3 6 6 ® 24 169 56.2 53.1 56.7 S74 
191.7 183.5 149.1 et S53 SRO ROT "124 2323) 26525) 2731 


Results of operations from producing 


BC VELIOS;...fonnnee noire aeecuueis ay < $ 38.6 $ 52.8 $ 41.8 $.7 $ 8 $1.1 


$ 4.8 $11.6 $ 7.4 $ 44.1 $ 65.2 $ 50.3 


“The amounts do not include revenues or expenses associated with marketing operations, gas gathering operations, general and administrative activities and interest. 


Income tax expense was computed using the statutory tax rate applied to the net pretax amounts, and taking into effect permanent differences, tax credits and allowances relating to oil 


and gas producing activities. 
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Standardized Measure of Discounted Future Net Cash Flows and Changes Therein Relating to Proved Oil and Gas Reserves 


United States Canada Libya Total 

(8 millions) December 31, 1982 1981 1982 1981 1982 1981 1982 1981 
Future cash inflows 5 is0 cc ince ee saree $2,311.3 $2,651.4 $ 31.6 $ 30.1 $ 758.7 $ 864.2 $3,101.6 $3,545.7 
Future production and developmentcosts. (1,174.7) (1,205.5) (7.0) (6.1) (159.4) (151.4) (1,341.1) (1,363.0) 
Future income tax expense............. (353.1) (521.5) (10.8) (10.5) (586.3) (697.4) (950.2) (1,229.4) 
Futurenietcashfows.e cc sit nite are. 783.5 924.4 13.8 13.5 13.0 15.4 810.3 953.3 
10% annual discount for estimated 

timing of future net cash flows ........ (338.1) (422.6) (6.9) (6.4) (6.8) (8.2) (351.8) (437.2) 
Standardized measure of discounted 

future net cash flows ...............5 $ 445.4 $ 5018 $ 69 $ Tee a hee Tee a O8S 8S. S16. 


Pursuant to the provisions of Financial Accounting Standard (**FAS”’) No. 69, ‘Disclosures 
about Oil and Gas Producing Activities,” future cash inflows have been computed by applying 
year-end prices to estimated future production from estimated year-end reserves of oil, gas, 
natural gas liquids and sulfur. Future production and development costs consist of estimated 
expenditures to be incurred in developing and producing the year-end quantities of reserves, 
based on year-end costs. Future income tax expense has been computed by applying the year-end 
statutory tax rates to future pretax net cash flows, reduced by the tax basis of the properties 
involved. Use of a 10% discount rate is required by FAS No. 69. 


Grace believes that the following factors should be taken into account in reviewing the above 
information: (1) future costs and selling prices will probably differ from those required to be used 
in these calculations; (2) due to market conditions and governmental regulation, the actual 
rate of production achieved in future years may vary significantly from the rate of production 
assumed in the calculations; (3) selection of a 10% discount rate is arbitrary and may not be 
reasonable as a measure of the relative risk inherent in realizing future net oil and gas revenues; 
and (4) future net revenues from domestic and foreign reserves may be subject to different rates of 
income taxation. 


The following are the principal sources of change in the standardized measure of discounted 
future net cash flows during 1982 and 1981: 


1982 1981 

Sales of oil and gas produced, net of production costs................ $(191.9) $(176.7) 
Net changes in prices and production costs ................0..0.004 (133.3) 3.0 
Revisions of previous quantity estimates .......................... (22.4) 13,1 
Extensions, discoveries and improved recovery, less related costs... . . . 30.2 32.7 
Development costs incurred during period ..............0.000 00005 52.2 86.9 
Net change due to purchases and sales of reservesin place ............ 42.6 20.1 
ACCICTION OF GISCOUNT ea8 Kot he ols Sart nae eae eee ae wee a naan ee 51.6 47.5 
Netchan pr ais ICO TRAESS aye. onc iae ic mies s clos viscierane sialeae tie dc 126.8 39.3 

Other ss cmias cabs seein ude momen s ancy Warewante« Rae eetr es ere (13.4) (25.0) 
OUCH AR DO fear eet heist artes nite ere niin uy soi ealalne ae. coe tag $ (57.6) $ 40.9 
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Extractive Operations 

Grace Petroleum Corporation (GPC), headquartered in Oklahoma City, had total proved reserves amounting to 105 million barrels of oil 
equivalent at year-end 1982. This level of reserves placed GPC among the top 15 independent domestic oil and gas companies that report 
publicly. Among the areas in which GPC concentrates its exploration activities are the Anadarko Basin in Oklahoma, Williston Basin in 
North Dakota and Montana and the Western Overthrust Belt. 


Oil and Gas 

The 1982, 1981 and 1980 estimated proved oil (including condensate, gas liquids and sulfur) and gas reserves, are shown below. The changes in 
reserves during the years described below were all in the ordinary course of business and were not otherwise significant. Oil and gas reserves 
cannot be measured exactly; accordingly, the following estimates are subject to future revision. 


United States Canada Libya 
1982 1981 1980 1982 1981 1980 1982 1981 1980 

Oil (000 Bos) 
Proved developed and 

undeveloped reserves: 
Fan aey h acccayceermal fora taleinietees 56,146 56,176 45,753 93 72 103 24,500 25,373 27,002 
Revisions of previous estimates ... . . (4,458) 2,804 8,834 (14) 35 (17) — _— — 
Improved recovery..............-- _ — 30 _— _— — — oo — 
Purchases of mineralsin place...... 555 982 4,934 5 — _ _ _— — 
Extensions, discoveries, etc......... 794 610 841 —- — — — _ — 
PROMICHON cise cnteesesn Hemet (4,076) (4,220) (4,193) (18) (14) (14) (1,333) (873) (1,629) 
Sales of mineralsin place .......... (205) (206) (23) — — — _- _— _— 
December iaies atk Hees a on 48,756 56,146 56,176 66 93 72 23,167 24,500 25,373 
Proved developed reserves: 
PRUMTN Moke vee nites ree 44,191 41,987 37,381 93 72 103 24,500 25,373 27,002 
Decemiben SL ss. oc 5: ere sajare's ey wince 36,862 44,191 41,987 66 93 72 23,167 24,500 25,373 
Gas (MMCF) 
Proved developed and 

undeveloped reserves: 
WMS Boo css onan oats cece 332,803 335,580 297,267 12,220 17,017 15,819 - — — 
Revisions of previous estimates ..... (10,493) = (1,812) 4,547 (1,666) (4,381) 692 — — 
Purchases of mineralsin place...... 16,482 11,120 36,656 1,802 — _ — _ _ 
Extensions, discoveries, etc......... 10,768 25,047 37,003 _— 417 1,869 — _ _ 
PrOCUch OME 5.055 c-sa cnt site a ecne (34,708) (36,981) (37,247) (983) (833) (1,212) — — — 
Sales of mineralsin place .......... (810) (151) (2,646) — — (151) _— _— _— 
December <2... cicieiccicesieny 314,042 332,803 335,580 11,373 12,220 17,017 _ — —_— 
Proved developed reserves: 
LCT (al Re ic in 6 See 295,549 291,990 255,552 12,220 16,493 14,946 — oo _— 
Decentber SUC iG see eeucchaeets 283,706 295,549 291,990 11,373 12,220 16,493 — = —_ 
(000 Bbls) 
Estimated reserve position—proved 

and probable oil and oil 

equivalent barrels at December 31 

(5.8 MCF gas=I Bbl).. 0.1... eee eee 118,765 129,357 123,807 2,027 2,200 3,006 23,167 24,500 25,373 
Average daily production of oil and 

oil equivalent barrels............ 27.6 29.1 29.0 ee) 4 6 aan 2.4 4.5 
ee eee ee eS EEE ——EEEE———eE———eE——EEE ee 
Grace Petroleum Supplemental Data—United States and Canada 1982 1981 1980 1979 1978 
Number of net producing wells.................-5 MP I a Tee RR Aces itis 1,458 1,470 1,621 1,585 1,593 


Netexploration acreage (O00 Acted) ici ios 58s c/s 6s arctan earmavale, wa) & Mace ace ae Cnigivelereiazs e.g oe 742 962 821 790 750 
Net book value of producing properties ($ millions) . - 

Average price per oil equivalent barrel ($/Bbl) .. 2.2... 60-00 cece eee eens = 
Cash flow per oil equivalent barrel of production (S/Bbl). 0... 6... 11.92 12.56 9.82 7.03 5.06 
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Natural Resources: In oil and natural gas, Grace has 1,458 net producing wells and 105 million 
barrels of proved oil equivalent reserves in the United States and Canada. Contract drilling 
operations are concentrated in the Rocky Mountain states, Oklahoma, Louisiana and Arkansas. 
Oil field services are furnished from 42 locations in the United States. 

In coal, Grace partnerships had, at year-end 1982, over 450 million tons of low-sulfur reserves 
in Colorado and three eastern states. Phosphate rock reserves in central Florida total approxi- 
mately 450 million tons. The main deposit of vermiculite ore is located in Montana. 


Oil and Gas Producing Areas % Coal Reserves & Contract Drilling —Areas of Concentration 
Storage and Transmission Facilities {Phosphate Rock Reserves ' Major Geologic Provinces 
Oil Field Services and Equipment SQ Vermiculite Ore Reserves abe: Workover Rigs—Area of Concentration 


Grace has additional natural resource-related operations in Canada, the North Sea region, Libya and Singapore. 
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Financial and Statistical Review 


Consumer 


Specialty Retailing 


Sales 
Selling Space 
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woenmemet Selling Space (millions of sq. ft.) 


Restaurants 


Sales per Employee 
Number of Employees 
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avtmantomr Sales per Employee ($000) 


~mmseaves Number of Employees (000) 
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Specialty Retailing and Restaurants—A Five-Year Summary 


Sales (5 millions) 


Average Annual Growth Rate 


Number of Units —Year-End 


Average Annual Growth Rate 


Specialty Retailing* 
Jewelry and 
Home Sporting Leisure 
Centers Goods Apparel Total 
$407 $197 $ 65 $ 669 
600 229 80 909 
685 274 104 1,063 
792 294 120 1,206 
875 325 134 1,334 
21.1% 13.3% 19.8% 18.8% 
175 113 31 319 
223 142 42 407 
245 155 58 458 
264 165 75 504 
273 169 88 530 
11.8% 10.6% 29.8% 13.5% 


* Data are shown as if the acquired businesses were owned by Grace over the entire five-year 
period. Actual acquisition dates for units acquired after January 1, 1978 were as follows: Orchard 
Supply—January 1979, Handy Dan—March 1979 and Cashway—July 1980 (Home Centers); 
J. B. Robinson Jewelers—September 1979 (Jewelry and Sporting Goods) and Bermans—April 1979 
(Leisure Apparel). Data for certain Home Center businesses have not been restated for 1978. 


Sales (5 millions) 


Average Annual Growth Rate 


Number of Units—Year-End 


Average Annual Growth Rate 


Restaurants* 
Dinner- Family Fast 

houses Restaurants Food Total 

$180 $101 $ 1 $282 

226 139 22 387 

298 179 48 525 

363 183 52 598 

394 188 52 634 
21.6% 16.8% 168.5% 22.5% 

148 148 21 317 

179 190 151 520 

224 219 173 616 

246 229 147 622 

256 214 137 607 
14.7% 9.7% 59.8% 17.6% 


* Data are shown as if the acquired businesses were owned by Grace over the entire five-year period. 
Actual acquisition dates for units acquired after January 1, 1978 were as follows: Gilbert/ 
Robinson—November 1978 (Dinnerhouses) and jojos—January 1980 (Family Restaurants). 


W.R. Grace & Co. 1982 Annual Report 


Consumer: The Company’s consumer operations consist of specialty retailing and restaurants. 
Retailing operations include do-it-yourself home improvement centers and sporting goods, 
jewelry and leisure apparel stores. Each retail chain offers specialized merchandise which meets 
specific needs in well-defined markets. As of year-end 1982, Grace had 530 specialty retailing 
units in 37 states and Washington, D.C., with annual sales over $1.3 billion. 

The Grace family of restaurants includes a wide range of choices appealing to a variety 
of tastes and budgets. From simple American-style family restaurants, to fast food spots witha 
Mexican accent, to an assortment of theme restaurants and specialty dinnerhouses, there is a 
Grace restaurant to suit every occasion and taste. As of year-end 1982, there were 607 restaurants 
located in 32 states and Washington, DC. with annual sales of $634 million. 


NORTH 
DAKOTA 


Locations of Consumer Units 


Retail 530 


Restaurant 607 


NEW MEXICO 


TOUISIANA 


1982 Year-End Units by Type 


Retail Restaurants 

Home Centers oo ccciiiscnd ke sien ans 273 Far West Services/jojos............... 312 

Bierman se. 3 Fotia silica ac cameos esi 95 PLONE crete Cia beste Bae Nicdd-orayvine 137 

RONG ris casita iancn becuk Renee 78 UEDA: 2 oi Sin: cois és sl nn sw cnistiess 90 

PRUNES 65.555 3 bce spss Ges od eee 74. Gilbert/Robinson....... 2.060 cces 68 

Sheplers. ....-...- 0. .se0se eee eees 200 TICE dhe cone hee aera 607 
Motels: 5iecices saa woes aoe 530 i 
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Report of Independent Accountants 


Management’s Responsibility 
for Financial Reporting 


rice 153 EAST 53RD STREET 


NEW YORK, NY 10022 


ate Ouse 212 371-2000 


To the Shareholders and Board of Directors of W. R. Grace & Co. 


In our opinion, the accompanying consolidated balance sheet and the related consolidated state- 
ments of income, shareholders’ equity and changes in financial position present fairly the financial 
position of W. R. Grace & Co. and subsidiary companies at December 31, 1982 and 1981, and the 
results of their operations and the changes in their financial position for each of the three years in the 
period ended December 31, 1982, in conformity with generally accepted accounting principles 
consistently applied during the period except for the change, with which we concur, in the method of 
accounting for foreign currency translation as described in the Summary of Significant Accounting 
and Financial Reporting Policies and in Note 7 to the financial statements. Our examinations of 
these statements were made in accordance with generally accepted auditing standards and accord- 
ingly included such tests of the accounting records and such other auditing procedures as we 
considered necessary in the circumstances. 


ee oe 


January 28, 1983 


Management is responsible for the preparation as well as the integrity and objectivity of Grace’s 
financial statements. The financial statements have been prepared in conformity with generally 
accepted accounting principles and accordingly include amounts which represent the best estimates 
and judgments of management. 


For many years, management has maintained internal systems to assist it in fulfilling its re- 
sponsibility for financial reporting, including careful selection of personnel, segregation of duties, 
formal business, accounting and reporting policies and procedures and an extensive internal audit 
function. While no system can ensure elimination of all errors and irregularities, the systems have 
been designed to provide reasonable assurance that assets are safeguarded, policies and procedures 
are followed and transactions are properly executed and reported. These systems are reviewed and 
modified in response to changing conditions. 


The Audit Committee of the Board of Directors, which is comprised of directors who are not 
officers or employees of Grace, meets with Grace’s senior financial officers, internal auditors and 
independent accountants to review audit plans and results as well as the actions taken by manage- 
ment in discharging its responsibilities for accounting, financial reporting and internal control 
systems. The Audit Committee reports its findings to the Board of Directors and also recommends 
the selection and engagement of independent accountants. Management, the internal auditors and 
independent accountants have direct and confidential access to the Committee. 


The independent accountants are engaged to conduct an examination of and render an opinion on 
the financial statements in accordance with generally accepted auditing standards. These standards 
include a review of the systems of internal controls and tests of transactions to the extent considered 
necessary by them to support their opinion. 


W. R. Grace & Co. and Subsidiary C ‘ompanies 
eee 


Principles of Consolidation 


Inventories 


Properties and Equipment 
and Related Depreciation 


Development Expenses 


Earnings Per Share 


Pension Plans 


Foreign Currency 
Translation 


Summary of Significant Accounting and Financial Reporting Policies 


The accounting and financial reporting policies of W. R. Grace & Co. and subsidiary companies 
(“Grace’’) conform to generally accepted accounting principles and reflect practices common in 
their various businesses. 


The consolidated financial statements include the accounts of W. R. Grace & Co. (“Company”) 
and all majority owned subsidiary companies. Investments in affiliated companies are carried at 
cost, adjusted for subsequent changes in equity. 


Inventories are stated at the lower of cost or market. Due to the diversified nature of Grace’s 
operations, several methods of determining cost are used, including first-in, first-out, average, 
retail and, for substantially all chemical inventories in the United States, last-in, first-out. 
Market value for raw and packaging materials is based on current cost and. for other inventory 
classifications, on net realizable value. ; 


Depreciation of properties and equipment, including those operated under capitalized leases, is 
generally computed using the straight line method over the estimated useful lives of assets. 
Grace uses the successful efforts method of accounting for its oil and gas operations. Depletion of 
natural resource properties is determined using the unit-of- production method. Interest in- 
curred during the construction period for certain properties and equipment is capitalized and 
amortized, generally on a straight line basis, over the lives of the assets. 


Costs associated with the development of businesses, including promotion, market research, 
preoperating and store preopening expenses, are charged to income as incurred. 


Earnings per share are computed on the basis of the weighted average number of common shares 
outstanding. Earnings per share assuming full dilution are computed based on the assumption 
that convertible debt obligations were converted at the beginning of the period. 


Costs of pension plans are actuarially computed principally using the aggregate cost method 
under which all unfunded prior service costs are amortized over the estimated remaining 
service lives of plan participants. 


Effective January 1, 1982, Grace adopted the provisions of Financial Accounting Standard 

No. 52, “Foreign Currency Translation,” ona prospective basis. Gains and losses resulting from 
translation of foreign currency financial statements and certain forward contracts are recorded as 
a separate component of shareholders’ equity. 
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Financial Statements 


Consolidated Statement of Income Jn Millions (except per share) 


Years Ended December 31, 


Cost of goods sold and operating expenses.......-...+5-5 
Selling, general and administrative expenses...........-. 
Depreciation, depletion and amortization .............-. 
Interest EXPENSE, 5.6.56 cwleea scent re cece eemers ess 
Research and development expenses...........-..5505-5 
Net foreign exchange (gains) losses ........ 6.000002 055 
(Gain) on restructuring Chemed Corporation ...........- 
Net (gains) losses on disposal of businesses. 


Income belore taxes. | a0. esate ewan eens eens 
TNCOMO LANES cscs Sani ee acer cee eis ones prmayeartia tints ae 


IDET AR CONRE 5 a occas ne oe oA readin ela tts, g-aiaagense, a denrey shay ain 
Earnings pershare: <<: 0.06.00 cena nd cee seer een ee nee 


Earnings per share assuming full dilution. .............-. 


1982 1981 1980 
$6,127.6 $6,537.2 $6,143.0 
131.1 65.6 57.2 
6,258.7 6,602.8 6,200.2 
3,892.7 4,135.7 3,964.1 
1,391.1 1,445.1 1,324.2 
304.8 287.4 233.3 
1775 183.4 130.5 
61.5 54.7 45.0 
73 (16.7) (11.2) 
(65.1) — — 
(1.0) (38.1) 13.9 
5,768.8 6,051.5 5,699.8 
489.9 551.3 500.4 
170.4 186.6 211.7 
$ 319.5 $ 364.7 $ 288.7 
$ 662 $ 7.58 $ 6.07 
$ 653° S$ 744 3 590 


The Summary, page 49, and Notes to Financial Statements, pages 54 10 64, are integral parts of this statement. 


W. R. Grace & Co. and Subsidiary Companies 
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Source (Use) of Funds 


Investment Activity 


Financing Activity 


Consolidated Statement of Changes in Financial Position Jn Millions 


Years Ended December 31, 1982 1981 1980 
Neti nein ice ataraecece eer een at pier SR RL sy! $ 3195 $ 364.7 $ 288.7 
Add (deduct) items not affecting working capital: 
Depreciation, depletion and amortization ............. 304.8 287.4 233.3 
Deferredincome taxes. 2) 2202s seesscek toscana. 711.9 50.2 50.3 
Equity in unremitted earnings of 
eiiiiated companies: acre. eee a, eee (27.5) (25.9) (17.2) 
Gain on restructuring Chemed Corporation ........... (65.1) _ — 
Net (gains) losses on disposal of businesses............. (1.0) (38.1) 13.9 
Working capital provided by operations.............. 602.6 638.3 569.0 
Conital expenditures: oi oi..6 ooo .<065h Sia siiss din cccsecs Meier (559.5) (664.5) (662.3) 
Cash dividends (130.5) (117.1) (102.6) 
Purchase of energy servicesequipment.................. (58.0) (72.4) (28.9) 
Working capital items*....... SE SO EE OPM POE 11.5 (132.7) 37.4 
Book value of propertiessold................... Pian 42.2 25.6 31.1 
Otheninihsactions nets ts 2.0 naw wii eae (30.5) 4.0 bat 
Total Before Investment and Financing Activities .... . (122.2) (318.8) (139.2) 
Decrease (increase) in investments in and advances to 
afiliated companies 57, otc an cao en 151.1 (51.4) (25.5) 
Incremental cash from Chemed restructuring ............ 134.5 — — 
Proceeds from disposal of businesses................... 20.5 102.1 S15 
Businesses acquired in purchase transactions ............ (13.1) (69.9) (58.2) 
Total Investment Activity .............0.0-.ec0ceee 293.0 (19.2) (52.2 
Increase in long term debt................. Ree meaner 239.6 345.5 320.8 
Reduction in longterm debt........................... (316.7) (70.4) (92.7) 
Conversion of subordinate debentures .........,........ 2.3 8.6 22.8 
Increase (decrease) in loans payable..................... (11.8) 11.4 (91.3) 
Purchase of treasury stock .........00c0s0sceccceucecce (3.8) — (.1) 
Total Financing Activity 05000 co occ cco ca cc ccced (90.4) 295.1 159.5 
Increase (Decrease) in Cash and Cash Equivalents ........ . $ 80.4 $ (42.9) $ (31.9) 
*Analysis of Working Capital Items 
Notes and accounts receivable..................-...... $ 143.9 $ (95.6) $ (11.3) 
Inventories........... (1.2) (111.8) (42.8) 
Accounts payable (42.4) 214 47.5 
RRCIMIERNOR Poros. asa s 5 RoR eo Rett Be ys ood (11.3) (13.9) (7.3) 
MOORE Te yE Gacy slitati aes 4 orale antes ioe we kes (77.5) 67.5 SE3 
$105 $ (132:7) $ 37:4 


The Summary, page 49, and Notes to Financial Statements, pages 54 to 64, are integral parts of this statement. 
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Assets 


Liabilities 


Shareholders’ Equity 


Consolidated Balance Sheet /n Millions 


December 31, 


Current Assets 
Cash and cash equivalents, including marketable 


securities of $49.3 (1981—$14.4)...... A ehsreirnd te ee es 


Notes and accounts receivable, less allowances 

of $23.1 (1981—$20.1)... . ot es tn soetetnte ers 
Inventories. ..... 
Other current assets . Sani ae rr 


Total Current Assets . 


Investments in and advances to affiliated companies. . 
Energy services equipment and other assets. 
Properties and equipment, net........ 


Goodwill, less accumulated amortization of $12. 8 (1981—Si1. 5)... 


Current Liabilities 

Loans payable....... Be Me tir tora eee TOC rae 
Accounts payable..........----- 2 SERRE NGSX GT 
Income taxes... . Heese 

Other current liabilities .............- 


Total Current Liabilities . 


Long term debt . 5 

Foreign social law obligations and other 
noncurrent liabilities 

Deferred income taxes.. ; 

Equity of minority shareholders . . 


The Summary, page 49, and Notes to Financial Statements, pages 54 to 64, are integral parts of this statement. 


1982 


$4,915.7 


$4,915.7 


$ 5,043.2 


W. R. Grace & Co. and Subsidiary Companies 
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Consolidated Statement of Shareholders’ Equity Jn Millions 


Years Ended December 31, 1980, 1981 and 1982 


Foreign Common 
Preferred Common Paid in Retained Currency Treasury 
Stocks Stock Capital Earnings Adjustments Stock Total 

Balance at January 1, 1980, 

SNES ooo cS eae $ 8.9 $46.7 $421.7 $1,118.7 $ — $ — $1,596.0 
Adjustment for businesses 

combined in poolings of 

interests transactions in 1982... a S 1.0 (.4) — _ Ll 
Balance at January 1, 1980, ope 

ms rentated ta tates Poche sigiess% 8.9 47.2 422.7 1,118.3 — a 1,597.1 
Net income—1980.............. = 3 = ‘288.7 eae = 288.7 
Dividends paid) 2-- 3.0 e sc — _ — (102.6) — _ (102.6) 
Conversion of subordinate 

MODENTIES | hae errs etete rane = 38 22.0 — _ — 22.8 
Otheriie s gs oer ode ona (1) — 33 (.3) — — 2.9 
Balance at December 31, 1980 |... 8.8 48.0 448.0 1,304.1 — _— 1,808.9 
Net income—I981 .............. _ — — 364.7 — a 364.7 
Dividends paid’.....:....:.... — — — (117.1) — — (117.1) 
Conversion of subordinate 

debentures':...eccisi. ieee ne — fi 8.4 _ — — 8.6 
ORR ste <ch cat es antiecian i aet _— _ 1.9 (.5) _— _ 1.4 
Balance at December 31,1981... . 8.8 48.2 458.3 1,551.2 — — 2,066.5 
Net income—1982.............. - — — 319.5 = —_ 319.5 
Dividends paid. 00.65 é .cerc0e0s _ _— _ (130.5) — _— (130.5) 
Conversion of subordinate 

Cebentures: 3222 3 eccicciee tr va _ 1 2.2 — a — 2.3 
Cumulative translation 

adjustments—January 1, 1982 .. — _— — — (23.2) — (23.2) 
Translation adjustments— year 

ended December 31, 1982... ... — —_ a a (34.8) = (34.8) 
Purchase of treasury stock ....... _— _— — — — (3.8) (3.8) 
Other et Saran alalaein see eatin 1.5 — (.4) 29 — _ 2.0 
Balance at December 31, 1982 ... . $10.3 $48.3 $460.1 $1,741.1 $(58.0) $(3.8) $2,198.0 


The Summary, page 49, and Notes to Financial Statements, pages 54 to 64, are integral parts of this statement. 
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Notes to Financial Statements @ollar amounts in millions except per share) 
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Note 1—Notes and 
Accounts Receivable 


Note 2—Inventories 


Note 3—Energy Services Equipment 
and Other Assets 


Note 4— Investments in and 
Advances to Affiliated Companies 


(The financial statements for 1981 and 1980 have been reclassified, and restated for poolings of 
interests.) 


Notes and accounts receivable consist of: 1981 
Trade, less allowances of $21.2 (1981—$18.5) $ 769.7 
Other, less allowances of $1.9 (I981—$1.6).........0.. 0.002.000 ee . 56.5 
$ 826.2 

Inventories consist of: 1982 1981 
Raw and packaging materials.............0. 00.000 cece cence aee $ 172.4 $ 199.4 
(Woe, i fanart meee vege etry serie ere Rare ah ip or cai ee rmmaereatng Stee 48.2 58.6 
J gia cc 2721 oe ats | Te ede SRE Loren pNP sten creer ampere apr mSEEL >t Te 391.7 421.4 
Gieneral mewchandise: 25. 565650 dance ce ae cies sone asie Ranaaloe 381.8 380.3 
994.1 1,059.7 


Less: Adjustment of certain inventories to a 
Hastoin: first-out (LIE) DGRIG a fo. ois uleskd nala.s Save aw crelth camels 117.7 140.1 
$ 876.4 $ 919.6 


Inventories valued at LIFO cost comprised 24.4% of inventories before the LIFO adjustment 
at December 31, 1982 and 27.0% at December 31, 1981. 


Energy services equipment and other assets consist of: 1982 1981 
Energy services equipment, less accumulated amortization 

CRSRUS ORI S502 ease nc rpc ae 1 CORR aed $ 165.3 $ 140.8 
TP RFI CHAN ROS a 0 Fare. cros vs, isto Lacs haem ocsreen ad sneer poser deapmmte 77.6 773 
Long term receivables, less allowances of $12.6 (1981—$137)......... 27.7 31.0 
NORNMOR Soca s fects an avs carey <a sich. Felonies navn ne smoor nie a Wicoaetnstahers 5 61.7 51.8 


$ 332.3 $ 300.9 


Grace has equity interests ranging from 47.5% to 50% in domestic companies engaged in the 
development of coal and phosphate properties and the production of phosphoric acid and 
ammonia. Grace also owns a 49% interest in an ammonia producing company in Trinidad. 


In 1980, Grace and International Minerals & Chemical Corporation (**[MC”’’) formed a partner- 
ship to construct facilities to mine Grace properties containing phosphate rock reserves. Included 
in dividends, interest and other income for 1982, 1981 and 1980 are gains of $16.1 for each year in 
connection with contributions by Grace of phosphate rock reserves to the partnership. Under the 
partnership agreement, IMC exercised its remaining option in January 1983, resulting in the final 
contribution of reserves by Grace. Grace anticipates that the mine will be operational in 1984; 
each partner will receive 50% of production. 


W. R. Grace & Co. and Subsidiary Companies 
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Note 5—Properties and Equipment 


A summary of financial information of affiliated companies is set forth below: 


1982 1981 
EMG MOND oct arses dees ne he $ 168.1 $ 412.9 
INONcuITRNE ASS6IS <5. 5. enc anekhea 1,200.0 989.9 
Pe NA Fo ot i eS oa $ 1,368.1 $ 1,402.8 
Current liabilities ................... 139.6 184.5 
Noncurrent liabilities ................ 908.7 636.6 
Potal eabilities 5 SS 1,048.3 821.1 
PRCGEINES oat dna Rca coun we ae $ 319.8 $ 581.7 
Grace's investments and advances... . . . $ 105.0 $ 245.6 
1982 1981 1980 
INGESRIES ef vce et ee eee $ 406.3 $ 601.1 $ 282.3 
Netancome (loss) 2.iic. oases 1 <seiesas $ 3.9 $ 344 $ (.4) 
Grace's equity in earnings (losses)... . . . $ 5.2 $ 5.6 $ (.7) 
Dividends received .................. 2.2 $ pe) i2 


At December 31, 1982, Grace had guaranteed obligations totaling $307.2 (1981—$153.9) incurred 
by affiliated companies, including $150.0 of borrowings of the Grace/IMC partnership. No liability 
is anticipated under these guarantees, and the guarantees extended in connection with the 
Grace/IMC partnership borrowings will expire upon completion of the mine. 


Properties and equipment consist of: 1982 1981 
[11 He ee Anarene sree heh A Martin tarraserePaert oe wie nee $ 106.5 $ 101.0 
Natiral reseuirce pryperties:c, >. ssc chdeesc denna cic cc cere 976.8 861.3 
PMO. oscocicraith ay osiecirtn 858.1 823.9 
Machinery, equipment and other. . . 2,163.3 1,939.5 
Projects under constrichoniy.:: 5 0 4..cas2c selves ehbenss vce 101.4 144.0 
4,206.1 3,869.7 
Accumulated depreciation, depletion and lease amortization . . . . (1,499.7) (1,327.2) 


$ 2,706.4 $ 2,542.5 


Depreciation, depletion and amortization expense related to properties and equipment 
amounted to $262.3, $2396 and $204.6 in 1982, 1981 and 1980, respectively. 


Capitalized leases relate primarily to restaurant and specialty retailing facilities. The 
December 31, 1982 present value of lease payments on capitalized leases and the future minimum 
lease payments on operating leases are: 


Capitalized Operating 

Leases Leases 

LORS ate CIRCNN ce ingens IE Re Mave note ices een tioki< eater cote $ 29.1 $ 87.9 

26.7 81.5 

25.9 73.8 

26.0 70.5 

25.2 65.0 

364.1 621.2 

Total minimum lease payments. .............0.0.0 0-0-0000 497.0 $ 999.9 
Msierestan cocme euch pene ciesatie cote Ltt roe (304.1) 

Present value of minimum lease payments.................... $ 192.9 


Grace’s total rental expense for operating leases was $101.2 (1981—$97.1; 1980 —$857 ), including 
$7.3 (1981—$7.2; 1980—$7.8) of contingent rentals. Sublease rental income was not significant. 


a) 
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Note 6—Long Term Debt 


Long term debt consists of: 


Average Years of é 
Interest Rate Maturity 1982 1981 
W.R. Grace & Co. , 
Commercial paper“) .......... 9.27 % = $ 178.6 $ 206.4 
Bank borrowings) .........-- _ — — 167.0 
Promissory notes............- 8.2 1983-1998 405.1 430.3 
Promissory notes........-...- 12.625 1990 100.0 100.0 
Promissory notes. ......+ 4.5% 12.75 1990 100.0 _— 
Subordinate debentures®. .... . 6.5 1983-1996 7.3 9,3 
Subordinate debentures®. .... . 4.25 1983-1990 25.6 30.1 
Sundry indebtedness.......... 8.8 1983-2002 35.6 37.7 
Bebertntes. 0/66 fea cee 5.0 1983-1986 4.7 6.6 
Industrial revenue bonds. ..... . 7.0 1983-2002 32.3 22.9 
889.2 1,010.3 
Subsidiaries 
Secured indebtedness ...... . 9.4 1983-2008 92.6 68.9 
Notes ode coerce arent 14.75 1989 74.7 — 
Sundry indebtedness.......... 9.2 1983-2008 15.6 44.5 
1,072.1 WAZ 
Capitalized lease obligations ...............2 06sec eeneeeeees 192.9 202.7 
Production payments .. 0.0.0.0 0e cece eee r serene enaees 91.7 104.6 
1,356.7 1,431.0 
Amount due within one year ... 6.22... .00 seer eee eee ene (62.2) (58.4) 


$ 1,294.5 $ 1,372.6 


©) Commercial paper and bank borrowings, although made under short term credit facilities, are 
classified as long term debt because of the availability of long term financing under the terms of 
revolving credit agreements and Grace’s intent to refinance these borrowings on a long term basis. 

2) Convertible into one share of common stock for each $29,625 principal amount. 

©) Convertible into one share of common stock for each $57.32 principal amount. 

(4) At December 31, 1982, subsidiary indebtedness of $112.2 was guaranteed by the Company. 

“s) At December 31, 1982, indebtedness of $53.6 was secured by real estate properties, $35.7 was 
secured by receivables and $3.3 secured by equipment. 

©) Production payments represent financings attributable to natural resources, and are repayable 
from the proceeds from the sale of the production thereof. 


Long term debt payable during each of the four years subsequent to December 31, 1983 is: 
1984—$647; 1985—$67.2; 1986—$66.8; 1987—$69.1. 


The Company isa party to revolving credit agreements with various banks under which it may 
borrow up to $800.0 at interest rates varying from prime to 105% of prime or .50% to 1.00% over 
the applicable Eurodollar rate. At December 31, 1982, there were no outstanding borrowings under 
these agreements. The Company has additional credit lines amounting to $570, for a total of $857.0 
(1981—$856.2). Of the $857 total lines of credit, $214.3 was reserved in support of commercial 
paper and bank borrowings outstanding as of December 31, 1982, leaving net unused credit lines of 
$6427. In connection with $822.0 of the Company’s credit lines, commitment fees of .25% to .50% 
per annum are payable on the unused portions. A portion of the C ‘ompany’s cash balances serves 
to compensate banks for credit lines and services. Such balances are generally unrestricted. 


Interest costs of $23.1, $19.0 and $14.1 incurred in connection with the financing of properties 
and equipment under construction were capitalized in 1982, 1981 and 1980, respectively. 


W. R. Grace & Co. and Subsidiary Companies 
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Note 7—Shareholders’ Equity 


é 


Preferred stocks ($100 par value) authorized, issued and outstanding are: 


“) Eighty votes per share. 
(2) Eight votes per share. 


Shares 
Authorized Par Value of 
and Issued In Treasury Shares Outstanding 
(December 31, 1982) 1982 1981 1980 
40,000 — S40 $25, 8) '25 
50,000 16,543 3.3 3.3 33 
40,000 10,027 3.0 3.0 3.0 
$ 10.3 $88 


Dividends paid on the Company’s preferred stocks amounted to $7 in each of the years 1982, 


1981 and 1980, 


In 1982,.the Company contributed 15,282 shares of its 6% Cumulative Preferred Stock, pre- 
viously held in treasury, to a charitable institution. 


The Company’s Certificate of Incorporation also authorizes 5,000,000 shares of Class C 


Preferred Stock, without par value, none of which has been issued. 


Authorized common stock of the Company is 75,000,000 shares ($1 par value). Of unissued 
common stock and common stock in treasury at December 31, 1982, approximately 4,553,000 
shares may be issued upon conversion of convertible debentures, exercise of stock options and 
granting of stock awards. Common stock in treasury at December 31, 1982 was 100,000 shares. 


The weighted average number of common shares outstanding in 1982 was 48,157,000 (1981— 
48,050,000; 1980—47,444,000). Assuming full dilution, the weighted average number of shares 
outstanding would be 48,966,000 (1981—49, 126,000; 1980—49,099,000). 


At December 31, 1982, $663.9 of retained earnings was free of restrictions on payment of cash 
dividends imposed by terms of the most restrictive of the Company’s loan agreements. Retained 
earnings of $3557 at December 31, 1982 represent undistributed earnings of consolidated foreign 
subsidiaries which may be subject to currency, exchange and other restrictions imposed by regu- 
latory bodies of the countries in which the subsidiaries operate. 


Effective January 1, 1982, Grace adopted the provisions of Financial Accounting Standard 
No. 52, ‘Foreign Currency Translation,” on a prospective basis. In compliance with this State- 
ment, the effects of translating foreign currency financial statements are included as a separate 


component of shareholders’ equity. 
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Note 8—Stock Options 


Note 9—Business Combinations 


Note 10—Restructuring of 
Chemed Corporation 


Changes in common stock options outstanding are summarized below: 


1982 1981 1980 
Number Average Number = Average Number Average 
of Shares Price of Shares Price __of Shares Price 
Balance at 
beginning of year —‘1,559,587 $35.75 1,087,114 = $30.42 980,514 $26.48 
Options granted. ... . 685,775 36.82 647,243 42.67 322,900 39.70 
2,245,362 1,734,357 1,303,414 
Options exercised . . . (5,054) 25.04 (9,199) 20.33 (17,156) 22.21 
Options terminated 
orcancelled...... (238,659) 29.49 (165,571) 28.66 (199,144) 26.75 
Balance at 
end of year....... 2,001,649 36.89 1,559,587 35.75 1,087,114 30.42 


At December 31, 1982, options for 379,175 shares (198 1—390,842; 1980—373,632) were 
exercisable and 1,774,629 shares (198 1 —2,250,678; 1980—304,046) were available for granting 
additional options and stock awards. 


Under the provisions of the Company’s stock incentive plans, certain optionees may, in lieu of 
exercising an option, request cancellation and receive, at the Company’s election and without 
payment to the Company, cash or shares of common stock having a market value equal to the 
difference between the option price and the market price of the common stock. Upon such 
cancellation, the shares covered by the option, less the shares issued, if any, become available for 
future grants. For 1982 and 1981, respectively, $3.9 and $67 were credited to income relating to 
compensation in connection with such stock appreciation rights; $15.3 was charged against income 
in 1980. 


The Company issued 475,000 shares of common stock in 1982, 389773 in 1981 and 1,280,094 in 1980 
as consideration in the acquisition of specialty chemical and natural resource businesses which, for 
accounting purposes, have been treated as poolings of interests. The consolidated financial state- 
ments in the year of acquisition and for periods prior to combination have been restated. Such 
restatements were not material. 


During 1982, the Company purchased five natural resource businesses for $14.6 and, in 1981, 
three natural resource businesses for $14.0. In 1980, eight separate businesses in natural 
resources, Chemed, specialty retailing and restaurants were acquired for $116.8. The results 
of operations of these acquisitions, which were accounted for as purchases, are included in the 
consolidated financial statements from the dates of acquisition. 


Goodwill arises from certain business combinations treated as purchase transactions and is 
amortized using the straight line method over various periods not exceeding forty years. 


A plan to restructure Chemed Corporation (““Chemed”’), a subsidiary in which the Company had 
an 84% interest, was completed on March 10, 1982. The plan involved the transfer of all of the 
Chemed stock owned by the Company to Chemed in exchange for the stock of a corporation to 
which Chemed had transferred its Dearborn Group (engaged primarily in the water and waste 
treatment chemical business) plus $185.0 in cash. Asa result a gain of $65.1 was recorded in the first 
quarter of 1982. 


Note 11—Net Gains (Losses) 
on Disposal of Businesses 


Note 12—Income Taxes 


W. R. Grace & Co. and Subsidiary Companies 


Grace sold and provided for losses on disposal of certain businesses and adjusted amounts 
provided in prior years with the resultant gains (losses) included in income as follows: 


1982 1981 1980 

Specialty Chemical/Chemed.. . «000605 00000000 $ (.2) $ 60.7 — 
Agricultural Chemical _ 1.6 
Snecalty Retailing 25.252 recy ete are oes i (5.4) (.2) 
General sine os csi asiamaane cae tiee ona. (17.2) (15.3) 
Total before taxes 38.1 (13.9) 
INCOME TANES oo hc otag nee ee Cie eae ea (7.0) 3.6 
Wotaliafier taxes; ciicccnie me strcaratek ona ees ise $ 31.1 $ (10.3) 


In 1981, 4.8 million shares of Omnicare, Inc., owned 84% by Grace Retail Corporation (formerly 
Daylin, Inc.) and 16% by Chemed, were offered to the public. Omnicare was organized to operate 
the health care businesses of Grace Retail Corporation and Chemed. Upon completion of the 
offering, Chemed retained 24% of the outstanding shares of Omnicare and accordingly accounted 
for its investment on the equity basis. This transaction resulted in an after-tax gain of $34.9 in 1981. 


The provision for income taxes consists of: 1982 1981 1980 
Current: rc a es 
| Fecct nt EO etia i Sa eaaee rR ene Sr S: 22 $ 35.0 $ 28.4 
SMES Scere ance hikes atten ie eat a ace neat 6.0 18.8 12.7 
jolie 14) ode oc arertyis A NEI IRR Tea eR eA 86.9 87.2 126.9 

Deferred: 
POOGIAE SS ccurthaithatianes s ceiinanaakee biaseiens Reese zi by | 38.7 38.1 
IMRAN Te ornare ernah ran accent ace hans 3.6 6.9 5.6 
$170.4 $ 186.6 $211.7 


1982 1981 1980 

PPOUBRGEC Tg aise scsi es ee ee ay ah eien $312.1 $ 360.3 $254.1 
POMOMINES Siac ereateatsini0S aisle kenib tim ass ge eels 177.8 191.0 246.3 
$489.9 $551.3 $500.4 


Investment tax credits are applied as a reduction of the current tax provision in the year they 
arise to the extent of statutory limitations. Any excess investment tax credits are applied as a 
reduction of the deferred tax provision: 


1982 1981 1980 

Current income tax provision...................... $ 4.1 $ 21.4 $323 
Deferred income tax provision................... i 25.2 29.9 — 
$ 29.3 $ 51.3 $ 32.3 


During 1982, Grace sold its rights to tax benefits associated with certain domestic properties 
and equipment and recorded $53.2 of proceeds as dividends, interest and other income. Net of 
deferred income tax provisions and the reversal of previously recorded related investment tax 
credits, these transactions resulted in an increase in income of $7.6. 
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Deferred income taxes arise from differences in the timing of recognition of revenues and 


expenses for tax purposes and for financial reporting purposes. The major components of the 


deferred income tax provision are: 


1982 1981 1980 
Federal Foreign Federal Foreign Federal Foreign 
Accelerated methods 
ofdepreciation.............. S400 $ 20 $405 S$ 78) $202 $35 
Sale of tax benefits............- 28.5 — — — — — 
Capitalized interest, net 
PE AMNONRZAE MND 5 ste sc\cieiao-a ain 14.3 1.0 8.5 2.3 4.7 1.6 
Tax benefits on disposition of 
properties and investments 
not currently deductible ...... (.6) _— (11.3) — (10.7) — 
Reversal of previously provided 
tax benefits on disposition 
of properties and investments 
currently deductible ......... 3.2 — 10.2 _— 2.1 — 
Intangible drilling and 
development costs. .......... 12.9 — 24.8 (.7) 17.4 _ 
Excess investment tax credits... . (25.2) _ (29.9) —_ — — 
Other timing differences, net .... (1.5) 6 (5.1) (2.5) (4.6) 2) 
CoV «$0.36 $387 $269: $038.1 -$ 56 
The effective tax rate reconciles to the statutory Federal tax rate as follows: 
1982 1981 1980 
Statutory Federal tax rate... ....-..-.-0+e secre eee 46.0% 46.0% 46.0% 
Increase (decrease) in tax rate resulting from: 
Foreign taxes in excess of Federal tax rate.......... 1.9 1.6 3.8 
State and local income taxes (net of 
Fedaral tax Deneit) ne ccs suis pects ca cieaets asin ee 0.7 1.9 1.4 
Net capital gains and losses. .........-..-...---+- (0.4) (1.8) (0.3) 
Percentage depletion on natural resource properties. . (1.0) (1.3) (1.5) 
Investment tax credits... ......0.0cencneeeenees (6.0) (9.3) (6.4) 
Favorable resolution of international oil tax issue. . . . — (1.8) _ 
Gain on restructuring Chemed Corporation........ (6.1) _— — 
IR see nicRecaptenan tas sana Samedlie eVenca _ (0.3) a5) _(0.7) 
Efibctive tax rates. .ices 0 ccacicye oles va ned be stelet sien 34.8% 33.8% 2.3% 


The Internal Revenue Service has completed examinations of consolidated Federal income 
tax returns of the Company and its domestic subsidiaries through 1976. Additional foreign and 
United States taxes might become payable if undistributed earnings of foreign subsidiaries were 


to be paid as dividends, but such taxes, ifany, have not been fully provided since a substantial 


portion of such earnings has been or is expected to be reinvested for an indefinite period of time. 


Note 13—Pension, Profit Sharing 
and Related Plans 


Note 14—Information on Effects 
of Changing Prices (Unaudited) 


W. R. Grace & Co. and Subsidiary Companies 


Grace has pension plans covering employees of certain operating units who meet age and service 
requirements. The expense for these plans was as follows: 


1982 1981 1980 
[Ba Ry MEE RN SPL ydis tet ie Se ne ee a $ 28.3 $ 269 §$ 233 
Ln MORO ORS fee wart 9.8 10.6 10.6 


$ 38.1 $=375.- (33339 


Grace funds its pension plans based on a percentage of payroll expense or cost per hour of 
service, as determined by independent actuaries. Such contributions are equal to amounts charged 
for pension expense. 


A comparison of accumulated plan benefits and net assets available for benefits for Grace’s 
domestic pension plans is presented below: 


December 31, 1982 1981 
Actuarial present value of accumulated plan benefits: 
OSB rete shane cs i RACE Re SENIOR et cides. wien cated $ 214.0 
IOTVOR EL iW eater fers cain A Ar aes: iantananda cosas 14.0 
otal aocummilated Denehts a. oc, «<ul ae erste neha chase man oe $ 228.0 
Net assets available for plan benefits ...................0.0c0ceeeee $ 348.9 


The assets of foreign pension funds also exceeded the actuarially computed value of vested 
benefits. 


Domestic pension plan benefit improvements resulted in cost increases of approximately $1.8 
in 1982 over 1981 and $.2 in 1981 over 1980, Changes in actuarial assumptions decreased cost by 
$.4 in 1982 and $.2 in 1981. The weighted average assumed rate of return used by the actuaries 
in determining the actuarial present value of accumulated plan benefits was 6.5% in 1982 
(6.4% in 1981). 


Grace also sponsors profit sharing, savings and investment and related plans. The total expense 
for these plans was as follows: 


1982 1981 1980 
OOS ces er Oe ale AEN; sea ER $ 92 $ 109 §$ 9.4 
PUMUMNR re theres. at kaviccertice marie Ria ier wate ota ar tore 2 m2) 1 


$04 Sota 5 93 


As required by statements of the Financial Accounting Standards Board, Grace is providing 
supplementary information concerning the impact of inflation on its businesses. The following 
supplemental statements of income present data both as reported in the primary financial 
statements on the historic cost basis of accounting and as adjusted for changes in specific prices 
(the “current cost” method). 


The current cost method restates results of operations for changes in specific prices applicable to 
Grace's businesses. Only inventories, properties and equipment, cost of sales and depreciation, 
depletion and lease amortization are required to be adjusted for the effects of specific price 
changes. Other items of revenue and expense are assumed to have occurred proportionately 
throughout each year in relation to changing prices and, as such, are considered to be stated in 
average 1982 dollars. For purposes of comparability, the amounts for 1981, 1980 and 1979 have 
been converted to average 1982 dollars as measured by the movement in the United States 
Consumer Price Index for all Urban Consumers (*“*CPI-U”). 


Since Grace adopted Financial Accounting Standard No. 52, “Foreign Currency Translation,” 
prospectively in 1982, an aggregate translation adjustment on a current cost basis is required to be 
shown for 1982. This isolates the effect of exchange rate changes from the increase or decrease in 
the current cost amount of net assets originally measured in a foreign currency, 


61 


Notes to Financial Statements (dollar amounts in millions except per share) 


Statement of Income Adjusted for Changes in Specific Prices (Current Cost Method) 


As Reported in the 
Primary Statements _ Restated in 1982 Dollars 
1982 1982 1981 1980 1979 
Sales qndhother iiCOMme ccc <f5i.ccs cn sie oleae be ans wali aan meses eager $6,258.7 $6,258.7 $7,012.5 $7,268.0 $7,150.2 
Cost of goods sold and operating expenses... . 0... 6-666 e cree eens 3,892.7 3,924.3 4,391.1 4,669.5 4,726.2 
Selling, general and administrative expenses. .......--. +. +0000 005 1,391.1 1,391.1 1,534.7 1,552.2 1,483.1 
Depreciation, depletion and amortization........... 6.60.0 se0e00s 304.8 439.0 463.1 412.7 398.4 
Tntesest EXONS 6 ess pce sinless ne tie at pbs A alesis dc Meee neice eae L775 177.5 194.8 153.0 143.3 
Research and development expenses ‘ 61.5 61.5 58.1 52.8 56.4 
Net foreign exchange (gains) losses... 0.2/6... cece eee eee nee a3 73 (17.7) (i331) 7.0 
(Gain) on restructuring Chemed Corporation (65.1) (65.1) — — a 
Net (gains) losses on disposal of businesses .... 0.05.0 +++ 5 50s rene (1.0) (1.0) (40.5) 16.3 (17.0) 
5,768.8 5,934.6 6,583.6 6,843.4 6,797.4 
Income bebore taxes <2 ccc aaeinarsic oe Gate genes ote eeeier aslo 489.9 324.1 428.9 424.6 352.8 
Income taxes. oe 170.4 170.4 198.2 248.2 260.8 
DRE TCONIE Sc 5 ccs ss nih ts ese hics Ak oe Cone sete Ma ete iar age oe $ 3190:5 $ 1153:7 -$. 2307 ‘$ (1764 $92.0 
Pree Shaan rinse ise stu w eu wa naka se wh ateam bene ate $6.62 $3.18 So 2479: S50 13570 Se 197 
Shareholders’ equity at year-end ..........6.0- 00sec eee ener eee ee $2,198.0 $3,449.4 $3,620.8 $3,368.2 $3,458.3 
Translation adjustments included in shareholders’ equity — 
year ended December 31, 1982 .........-.00eeeseeeeeeereeeeee $ (34.8) $ (43.8) $ — $ — $ — 
Shareholders’ equity per share...........-.--...0eseeeeeeeeeuees $ 45.64 $ 71.62 $ 75.16 $ 70.28 $ 73.35 
Gain from decline in purchasing power of net amount owed. ... 6.0.6.6 66s e seer seen es $ 80.2 $ 148.5 $ 168.1 $ 147.4 
ot Sgt ne Nee Are bene pear rier Pro errs cy eee Erk, S$. 1.66. S$. 308. $351. $2343 
Increase in general price level of inventories and properties 
and equipment held during the year ($4.48 per share; 
1981—$7.98 per share; 1980—$10.70 per share; 1979—$11.91 
PERSE) << ayeis. eevee dae Bsns ote Male aceialnvalilp' sieieceialalmiene alsin pA n/WIy sian wn nim Pape Rees $ 21538 $ 383.3 $ 507-7 $5526 
Increase in specific prices* ($.40 per share; 198 1 —$8.96 per share; 
1980—$4.49 per share; 1979—$1.51 pershare)...... 0.6.6.0 cere seen ee eee eee es 19.4 430.6 213A 69.9 
Increase in general price level over (under) increase 
in specific prices ($4.08 per share; 1981—$(.98) per share; 
1980—$6.21 per share; 1979—$10.40 per share)... ...-. 66ers $ 196.4 $ (47.3) $ 2946 $ 482.7 


*At December 31, 1982, current cost of inventories was $1,0027 and current cost of properties and equipment, net of accumulated depreciation, depletion and lease amortization, was 


$3,902.6. The current cost of properties and equipment includes unprocessed natural resources. 
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Net income, when adjusted for changes in specific prices, decreased $165.8 from net income of 
$319.5, as reported in the primary statements, to $1537 on a restated basis. This reduction is 
attributable to the restatement of asset values, particularly Grace’s holdings in natural resources, 
reflecting the increase in the cost to acquire such assets at current prices. In addition, the portion of 
depreciation, depletion and lease amortization related to the revaluation of assets is charged to 

net income. The sum of these adjustments results in the restatement of shareholders’ equity—the 
investment base. 


During periods of inflation, monetary liabilities such as borrowed funds diminish in cost 
because they are liquidated with cash having less purchasing power than at the time the liabilities 
were incurred. Grace had unrealized gains of $80.2 in 1982 ($148.5, $168.1 and $147.4 in 1981, 
1980 and 1979, respectively) from declines in purchasing power due to its net monetary liability 
position. As required, these gains have not been included in the determination of adjusted net 
income under the current cost method. Additionally, the holding gain reflecting the increase in 
asset values of inventories and properties and equipment is shown separately and has not been 
included in the determination of adjusted net income. 


It should be recognized that the measurements applied in these restatements represent only 
approximations, and the techniques and measurement bases may undergo changes over time. The 
restated information also makes no allowance for the customary relationship between cost in- 
creases and changes in selling prices. 


The five-year comparison of selected financial data which follows is shown to depict trends. The 
1982 data is as reported; all other data in this table have been restated in terms of average 1982 
dollars based on the CPI-U. 


Years Ended December 31, 1982 1981 1980 1979 1978 
Sales and otherincome............-........ $ 6,259 $7,012 $7,268 $7,150 $6,705 
Cash dividends per common share............ S. -2:70-$:-2:60. $-2:55--$.-2.63).$: 2:74 
Market price per common share at year-end.... $ 38.375 $48.59 $69.16 $53.89 $38.31 
Average CPI-U (1967=100) .................. 289.3 272.4 246.8 217.4 195.4 


Neither traditional nor inflation-adjusted methods of measuring financial results can adequately 
portray the value of unique, non-reproducible mineral resource assets. However, the estimated 
proved and probable mineral reserves, minerals produced and average market prices are shown as 
follows in accordance with the standards set forth in Financial Accounting Standard No. 39, 
“Financial Reporting and Changing Prices: Specialized Assets—Mining and Oil and Gas.” 


Consolidated Companies Affiliated Companies” 
1982 1981 1980 1979 1982 1981 1980 1979 
Proved and probable reserves (‘ons in thousands) 
Phosphate rocky .5..is/cc dase teenie © 419,963 449,850 298,738 302,730 38,900 25,933 12,996 —_ 
= — _ 205,594 208,929 160,751 119,399 
85,760 87,066 89,098" — —_ = = 
Produced (tons in thousands) 
Phosphate rock, 250. crits ch cee ae 2,412 4,385 4,350 3,639 a =_ _- — 
OC a aI ora mene EA -a fea = _ = — 3,335 3,492 2,016 1,041 
NMermiclite > acccciulee ne ee 268 297 324 323 -- —_ = _ 
Average market price per ton 
Plaspinate rks secs hs Sh $ 23.47 $ 23.01 $ 22.21 $ 19.90 $ — $ — $ — $ = 
CON a Se ene ee noes hea $ — $ — $ — $ _ $ 31.36 $ 28.05 $ 21.09 $ 16.67 
MGHINICUM BS 72 ae tkos cener eee es $ 93.00 $ 85.00 $ 72.00 $ 64.00 $ — $ $ $ 


“Grace's share of the mineral reserves of 47.5% to 50% owned affiliated companies. 


Includes 52 million tons purchased during 1981 (1980—S6 million tons). Underground reserves of 37 million tons (1981 and 1980—37 million tons, 1979—S0 million tons) are 
excluded for cost amortization purposes because no costs have been incurred for the development of an underground mine. 


Restated for a change in production estimates, 
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Note 15—Industry and The following table sets forth industry and geographic segment information in accordance with 
Geographic Segments the reporting requirements of Financial Accounting Standard No. 14. The format of this table 
differs from the unaudited tables on pages 30 and 36, in that operating profit herein is presented 
before taxes and after gains (losses) on disposal of businesses and, in 1980 and 1981, foreign 
currency translation related to Financial Accounting Standard No. 8. In addition, sales and pretax 
operating profits (losses) of units disposed of and units for which provision for loss on future 
disposal has been recorded are included herein in the applicable industry segments rather than 
being shown separately. 
Grace’s investment in and equity in the results of operations of affiliated companies, income 

applicable to minority shareholders, intersegment sales and transfers among geographic areas are 


not significant. 
Natural General 
Industry Segment Information Chemical Resources Consumer Business Chemed Total 
Specialty 
Specialty Agricultural Retailing Restaurant 
oS, EASE SR EE 1980 = $1,984 $801 $ 732 $1,086 $525 $740 $275 $6,143 
1981 2,045 721 989 1,253 598 651 280 6,537 
1982 2,019 635 796 1,361 634 638 45 6,128 
Pretax Operating Profit (Loss)... .. 1980 $ 273 $126 $ 229 $ 53 $ (15) $ 4 $27 $ 697 
1981 342 54 308 44 6 22 35 811 
1982 288 15 189 47 22 39 4 604 
Identifiable Assets. .........-..55 1980 = $1,139 $491 $1,118 $ 576 $391 $337 $158 $4,210 
1981 1,182 588 1,606 650 416 247 156 4,845 
1982 1,155 453 1,664 669 426 294 — 4,661 
Capital Expenditures? ............ 1980 = $s «138 $ 27 S325 $ 64 $ 90 $ 10 $ 6 $ 660 
1981 132 42 347 45 66 7 6 645 
1982 141 42 241 55 49 21 i 550 
Depreciation, Depletion and 
Amortization®!), ncce. eecaccsese0s 1980 $ 56 $ 31 $7h $ 19 $ 27 ; 3 $ $ 3 227 
1981 67 31 115 23 33 6 7 282 
1982 67 28 136 25 36 6 1 299 
Geographic Segment Information United States Canada Europe Other Total 
Alem MER coc eiheso eh okies ace aos 1980 $4,573 $102 $1,077 $391 $6,143 
1981 5,148 119 896 374 6,537 
1982 4,854 112 847 315 6,128 
Pretax Operating Profit”. .......... 1980 $ 425 $ 19 $ 130 $123 $ 697 
1981 613 19 89 90 811 
1982 414 14 80 96 604 
Identifiable Assets. .............+ 1980 $3,370 $ 58 $ 542 $240 $4,210 
1981 3,953 75 547 270 4,845 
1982 3,840 57 486 278 4,661 
() Total pretax operating profit reconciles to income before taxes as follows: 1982 1981 1980 
Pretax operating profit...........-- ssc e eens eee e eee e eee teen nee ees $604 $811 $697 
Gain on Chemed restructuring... ......- 6-0: 0 ese e eee ence cent ene ees 65 _— _— 
General corporate overhead ...... 1... seer ee eee eee eee e anes Ligotete: (83) (78) (70) 
Other income, net* 82 1 4 
Interest EXPENSE. ... 0... ete eee cee e ener e nes cere ete ene nee sential (178) (183) (131) 
[ricome Debore TARO «coc bas (ebb apa sis nv ctitee Ala nlel sie nlnvelniyyca-sfs\abeiaher a eieia. ara. at $490 $551 $500 


* Includes items such as dividends and interest income and miscellaneous items (1982 also includes gain on the sale of tax benefits and reversal of certain incentive plan accruals) not 
properly allocable to industry segments. 


©) The difference between these amounts and the corresponding amounts in the consolidated financial statements represents general 
corporate items. 
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Results of Operations 
Sales and Operating Income after Taxes 
by Line of Business 


Management’s Discussion and Analysis of Results of Operations and Financial Condition 
(Data for 1981 and 1980 have been reclassified, and restated for poolings of interests.) 


Sales decreased 6% to $6.1 billion in 1982 from $6.5 billion in 1981, principally because of the 
March 10, 1982 restructuring of Chemed Corporation and decreases in sales of Grace’s natural 
resource and agricultural chemical businesses, somewhat offset by increases in specialty retailing 
and restaurant operations. Operating income after taxes of $359.3 million was lower than 1981 

by 22%, reflecting declines in natural resources and agricultural chemicals and the absence 

of operating income from Chemed for the portion of 1982 that followed the restructuring of 

the business. 


Specialty chemical sales and operating income increased 1% and 3%, respectively, as most of 
Grace’s domestic units reported improved earnings in 1982, with particularly favorable results in 
the fluid cracking catalyst, flexible packaging and flotation device product lines. Slowing the 
growth were European operations which reported lower results in 1982, reflecting the recession in 
Europe and adverse translation effects of the strong U.S. dollar. Results for 1982 also benefited 
from a favorable adjustment relating to inventories accounted for on the last-in, first-out (LIFO) 
method; operations for 1981 included an unfavorable LIFO adjustment. 


The depressed farm economy, reduced exports due to a strengthened U.S. dollar, high interest 
rates and a worldwide recession adversely affected agricultural chemical operations in 1982. Asa 
result of these factors, Grace’s fertilizer business operated at slightly more than 60% of capacity 
in 1982, and agricultural chemical sales and operating income were lower than 1981 by 12% and 
41%, respectively. 


Unfavorable comparisons in contract drilling and other energy service businesses were the 
major causes of the 20% decrease in sales and 39% reduction in operating income from natural 
resource operations. The average utilization rate for Grace’s land-based drilling rigs declined 
to 56% (34% at year-end) from an average of 98% in 1981. These results reflect a sharp decline 
in the energy service industry which started in April and deepened as the year progressed. 

Grace also experienced lower oil and gas sales, due mainly to reduced revenues from its Libyan 
operations which did not, however, significantly impact earnings because of the high tax rate 
applicable to these operations. Operating income from oil and gas was lower, primarily due to 
fourth quarter 1982 charges totaling $14.5 million after tax for dry-hole and property writedowns 
and inventory adjustments. Operating income in 1981 included a $97 million tax credit resulting 
from the resolution of an oil tax issue related to Libyan operations. 


Specialty retailing sales increased 11% while earnings were ahead by 2% in 1982. Sales and 
earnings of home centers were higher and results from sporting goods were up sharply. However, 
certain operations were adversely affected by the U.S. recession. Sheplers western wear stores 
were affected by a decline in customer count and were unprofitable while results from 
J. B. Robinson Jewelers were down. 


Sales from restaurants rose 6% in 1982 while operating income more than tripled as all 
operations reported improved results. 


Cocoa processing, specialty textiles and book distribution are the principal operations in- 


cluded in the general business category. Sales of this line of business did not vary significantly 
from 1981; earnings increased by 6%. 
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Consolidated Statement of Income 
1982 vs. 1981 


1981 vs. 1980 


Sales decreased 6% as described in the preceding discussion. 


Dividends, interest and other income increased by $65.5 million to $131.1 million in 1982, due 
mainly to sales of domestic tax benefits, which resulted in pretax gains of $53.2 million, and a 
gain on the disposition of securities held for investment. 


The 6% reduction in cost of goods sold and operating expenses was in line with the decrease 
in sales. 


Selling, general and administrative expenses decreased by 4%, 2 percentage points lower than 
the rate of decline in sales. This disparity reflects the fixed nature of a portion of these expenses. 


Net foreign exchange losses in 1982 resulted primarily from translation losses of businesses 
operating in highly inflationary economies. Net foreign exchange gains for 1981 included 
translation adjustments associated with FAS No. 8. Results for 1982 exclude most translation 
adjustments pursuant to FAS No. 52, adopted by Grace prospectively on January 1, 1982. The 
retroactive adoption of FAS No. 52 would not have resulted in material adjustments to net 
income for 1981 or 1980. 


A gain of $65.1 million from the Chemed restructuring was included in net income in 1982. The 
1981 pretax gains on disposal of businesses of $38.1 million included gains on the public offering of 
Omnicare, Inc. and the settlement of claims against Commonwealth Oil Refining Company, Inc., 
partially offset by reserves established for anticipated losses on the divestments of several con- 
sumer businesses. 


Effective income tax rates were 34.8% in 1982 and 33.8% in 1981. These low rates reflected 
numerous factors, primarily the effect of the non-taxable gain recognized upon the restructuring of 
Chemed in 1982, high levels of investment tax credits in both years and the $97 million favorable 
tax adjustment in 1981 relating to Libyan oil operations. 


Sales for 1981 were $6.5 billion, up 6% from $6.1 billion for 1980. Natural resources made the largest 
contribution to the 1981 sales increase with an increment of $257 million, which represented an 
increase of 35% above 1980. Strength in energy services, including contract drilling, was the major 
factor causing this substantial increase. Sales of specialty chemicals increased by 4%. Increases in 
the Company’s major domestic specialty chemical operations were somewhat offset by declines in 
sales of European operations caused by the strength of the U.S. dollar in 1981. Agricultural 
chemical sales declined by 6%, primarily due to weak prices and reduced demand for converted 
phosphate fertilizers. The 17% increase in sales of specialty retailing operations reflected advance- 
ment in Grace’s home centers, which reached a higher level of maturity. Improved results for 

El Torito and Gilbert/Robinson dinnerhouses were the major contributors to the 14% increase 

in sales of restaurant operations. 


Cost of goods sold and operating expenses increased 4%, 2 percentage points less than the rate 
of sales growth. The resulting increase in gross margin reflected numerous factors, including 
improved results from Del Taco fast food restaurants (losses incurred in 1981 by certain Del Taco 
units designated to be closed or sold were charged against a reserve established in 1980) and 
reduced sales of cocoa products (due principally to lower prices for cocoa beans and the strength of 
the U.S. dollar in Europe in 1981) which carry lower margins than other Grace businesses. Gross 
profit also improved as a result of the disposal of several low margin businesses and an increased 
contribution to total sales by natural resource operations which generated comparatively higher 
margins. These positive effects were somewhat offset by the unfavorable impact of reduced margins 
in Grace’s agricultural chemicals business. 
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Although consolidated sales were higher, the reduced contributions from agricultural chemical 
and cocoa products operations, which carry a low rate of selling, general and administrative 
expenses to sales, were the primary reasons for the 9% increase in selling, general and adminis- 
trative expenses when compared with the 6% increment in sales. 


Interest expense increased 41% asa result ofa higher level of debt and higher interest rates. 


The $5.5 million increase in net foreign exchange gains was reflective of the strength of the US. 
dollar versus major European currencies, Net foreign exchange gains amounted to $167 million in 
1981 and $11.2 million in 1980; however, cost of goods sold and operating expenses were un- 
favorably affected by FAS No. 8 adjustments of $36.4 million for 1981 and $7.4 million for 1980, 


Net gains on disposal of businesses were $38.1 million in 1981 versus net losses of $13.9 million 
in 1980. The most significant divestment in 1981 was the public offering of Omnicare, which 
resulted in a pretax gain of $48.5 million. For additional information regarding disposal of 
businesses, refer to Note I of Notes to Financial Statements. 


Income taxes declined despite an increase in income before taxes. The primary reasons for this 
decline were increased utilization of investment tax credits, capital gains rates applicable to a 
substantial portion of the net gains on disposal of businesses and a favorable tax adjustment in 
1981 relating to Libyan oil operations. 


Financial Condition As shown in the Consolidated Statement of Changes in Financial Position, net funds required for 
capital expenditures, cash dividends and other operating transactions exceeded net funds provided 
by operations by $122.2 million in 1982, $318.8 million in 1981 and $139.2 million in 1980. The 
principal reason for these deficits was the high level of capital expenditures, designed to provide 
additional capacity for future growth. Additionally, the net effects of disposal of businesses, 
businesses acquired in purchase transactions and other investment transactions required the use 
of $19.2 million and $52.2 million of funds in 1981 and 1980, respectively. In 1982, investment 
activities provided $293.0 million of funds due to the incremental cash from the Chemed restruc- 
turing and net cash withdrawals from partnerships (mainly from proceeds of loans taken down by 
the partnerships). The combined deficits in cash and cash equivalents from operations and in- 
vestment activity for 1981 and 1980 were financed by net increases in total long term and short term 
borrowings. The excess funds provided by operations and investment activity in 1982 were used 
to reduce borrowings. 


The Company continues to be ina strong financial position. Long term debt asa percent of total 
capital was reduced to 37.1% in 1982 from 39.6% in 1981. The Company had lines of credit of $8570 
million at December 31, 1982, including $800.0 million under revolving credit agreements with 
major banks. Of the $8570 million total lines of credit, $214.3 million was reserved in support of 
commercial paper and certain bank borrowings outstanding as of December 31, 1982, leaving net 
unused credit lines of $6427 million. The C ompany’s loan agreements contain limitations upon 
borrowings, but these limitations permit substantial additional borrowings. 


While capital expenditures for 1983 will depend upon business conditions, Grace expects that 
such expenditures will exceed $475.0 million. 


Information on the effects of changing prices prepared in accordance with the guidelines of 
the Financial Accounting Standards Board, illustrating the effects of changes in specific costs, 
is presented in Note 14 of Notes to Financial Statements. 
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Sales 


($ millions) $6,537.2 


$6,143.0 $6,1276 


$5,329.8 


$4,497.1 


1978 1979 1980 


Net Income 
($ millions) $3647 


1978 1979 1980 1981 1982 


Shareholders’ Equity 


Per Common Share $45.43 
$4271 


$37.56 


$30.60 


1978 1979 1980 1981 1982 
Total Capital Including 
Long Term Debt 
($ millions) $3,439.  $3,492.5 


$2,923.9 


1979 


Total Capital Including Long Term Debt 
Long Term Debt 
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Financial Summary-1972-1982* (dollar amounts in millions except per share) 


1982 

Earnings Statistics 
Sales $6,127.6 
Dividend, interest and other income 131.1 
Cost of goods sold and operating expenses 3,892.7 
Depreciation, depletion and amortization 304.8 
Interest expense 7 177.5 
Research and development 61.5 
Net gains (losses) on disposal of businesses : 1.0 
Incomebeforetaxes = ate 489.9 
Income taxes Z 170.4 
Effective tax rate 34.8% 
Net income 319.5 
Financial Position 
Cash and cash equivalents $ 164.5 
Notes and accounts receivable 620.2 
Inventories ; 876.4 
Current liabilities 7 s 997.5 
Working capital 713.1 
Properties and equipment—net 5 " ~~ 2,706.4 
Total assets - = 4,915.7 
Long term debt : = 1,294.5 
Shareholders’ equity—common stock | 2,187.7 
Data Per Common Share 
Earnings per share $ 6.62 
Earnings per share assuming full dilution = = 6.53 
Weighted average number of shares (thousands) used in computing: 

Earnings per share 48,157 

Earnings per share assuming full dilution 48,966 
Cash dividend per share paid by the Company 210" | 
Shareholders’ equity per common share a 45.43 
Other Statistics 
Working capital provided by operations $ 602.6 
Cash dividends on common stock 129.8 
Capital expenditures 559.5 
Current ratio a 1.7:1 
Debt ratio (including capitalized leases) 37.1% 
Debt ratio (excluding capitalized leases) 33.3% 
Common shareholders of record 42,888 
Employees =F 82,200 


Stock price range 


4614-28" 


*Data for the years 1978 through 1981 have been reclassified and restated to include businesses combined in poolings of 


interests transactions in 1982 in accordance with a policy of restatement of data for 


the four immediately preceding years. 
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1981 1980 1979 1978 1977 1976 1975 1974 1973 1972 


$6,537.2 $6,143.0 $5,329.8 $4,497.1 $4,201.5 $3,794.3 $3,721.6 $3,601.5 $2,889.8 $2,397.6 


65.6 eee 43.3 31.5 19.7 18.0 21.3 25.9 25.7 19.6 
4,135.7 3,964.1 3,497.9 3,009.7 2,873.6 2,623.7 2,538.3 2,511.7 2,046.0 1,694.9 
287.4 233.3 190.5 177.1 144.3 126.5 105.6 88.6 73.0 64.2 
183.4 130.5 107.7 84.3 79.8 73.2 83.0 78.8 58.4 42.7 
54.7 45.0 42.4 37.3 32.3 28.1 30.3 32.2 28.1 21.6 
38.1 (13.9) 12.8 8.0 (17.2) 38 26.4 (17.3) (4.4) — 
551.3 500.4 427.8 333.6 280.3 261.4 324.6 255.7 161.9 112.9 
186.6 211.7 196.0 156.3 130.1 124.6 147.1 131.0 77.3 49.8 
33.8% 42.3% 45.8% 46.9% 46.4% 47.7% 45.3% 51.2% 47.7% 44.1% 
364.7 288.7 231.8 1773 150.2 136.8 177.5 124.7 78.4 66.3 


$ 84.1 $ 127.0 $ 158.9 $ 267.3 $ 194.4 $ 246.8 $ 111.3 $ 168.2 $ 139.0 $ 144.0 


826.2 750.0 742.4 636.9 570.5 517.7 497.5 521.8 438.1 384.1 
919.6 822.6 776.3 717.9 640.9 611.5 576.4 667.1 493.2 419.4 
1,204.2 1,154.8 1,086.9 907.8 819.1 767.3 737.9 860.6 628.3 522.1 
675.6 583.3 625.2 736.6 615.8 627.2 584.9 532.0 467.1 446.8 
2,542.5 2,178.0 1,701.0 1,327.2 1,226.0 1,139.8 1,069.7 959.9 770.7 664.8 
5,043.2 4,398.9 3,764.4 3,318.7 3,027.2 2,906.8 2,693.3 2,631.6 2,115.0 1,808.9 
1,372.6 1,115.0 839.6 775.8 760.0 791.8 683.9 721.5 633.6 520.1 
2,057.7 1,800.1 1,588.2 1,412.5 1,264.1 1,181.7 1,101.7 858.7 766.0 730.0 


$ 7.58 $ 6.07 $ 4.98 $3.93 $ 3.39 So 32 $ 4.63 $251 S$.) -2:37 $ 2.02 


7.44 5.90 4.76 3.69 3.18 2.93 4.25 3.23 2.21 1.90 
48,050 47,444 46,395 44,94] 44,078 43,588 38,182 35,364 32,788 32,450 
49,126 49,099 49,100 49,137 48,556 48,155 42,811 40,029 37,455 37,130 

2.45 2.175 1.975 1.85 1.775 1.70 1.625 1.525 1.50 1.50 

42.71 37.56 33.69 30.60 28.57 27.10 26.04 24.13 23.16 22.69 


$ 638.3 $ 569.0 $ 423.9 $ 357.6 $ 341.9 $ 282.7 $ 295.8 $ 259.8 $ 186.6 $ 139.8 


116.4 101.9 87.5 72.5 69.1 63.5 50.9 45.5 41.9 38.4 
664.5 662.3 516.6 314.6 278.5 234.4 308.7 302.7 174.3 135.3 
1.6:1 1.5:1 TG: 1.8:1 1.8:1 1.8:1 1.8:1 1.6:1 1.8:1 Perl 
39.6% 37.8% 34.1% 35.0% 37.1% 39.6% 37.8% 44.7% 44.2% —% 
35.8% 33.2% 29.8% 32.0% 34.0% 37.0% 34.8% 41.9% 41.7% 40.5% 
43,164 44,652 47,663 48,522 57,570 59,028 59,143 56,357 52,071 49,423 


89,000 92,000 82,800 69,100 69,100 64,000 65,300 79,100 75,700 73,900 


59%-38% — 63%2-32% = 41%-255%% = 32%%-23%4—3:154-25% 33%-24% 29%-22%  28%-18 30%-19% 3054-245 
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Cash Dividends on Common Stock 
($ millions) 


Cash Dividend Paid Per Share 
of Common Stock 


High 
Close 
Low 


NYSE Stock Price Range 


Book Value 


——— _ Earnings Per Share (Trailing 12 months) 
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Common Stock Price Data—1980/1981 /1982 
Principal Market: New York Stock Exchange 


NYSE Specialist: Adler, Coleman & Co. 
Trading Symbol: GRA 


Common Stock Prices- Composite Trading 


High Low Close 
1980 
Piret OMATIOG. no src. 2 steal ata. fs op eae $43.625 $32.625 $34.375 
Second Quarter 39.25 33.25 38.875 
Third Quarter. . 2... 2.0.02: 52.00 38.25 47.00 
Fourth Quarter 63.50 47.25 59.00 
1981 
First Ohtarter sos: 2s. ckterman ac hinchices rote $59.625 $46.00 $51.00 
Second Quarters j..6< cc swore ewan seehvlow ss te 54.875 43.625 45.125 
PHC Quattor ace ii cts Sewcetdetee teers ears 51.00 38.50 39.50 
Fourth Quarters 9 v5.sjoscace oo ete verse aaa s weet 46.50 39.25 45.75 
1982 
irae CHIBMCER: city si tiecia om eee a naalere $46.25 $34.50 $35.00 
SeconQuarter. 56 :ocicn se noe sienna eee 40.75 32.125 32.25 
i) | ae Ree Rete ip egetie ya ip ie ee er 37.50 28.50 35.50 
Foard Qhiartar icc Socuinreetiens og wae 42.75 34.875 38.375 
Cash Dividends 


Grace has paid 181 consecutive cash dividends on its common stock since 1934. Total dividends 
paid on common stock amounted to $129.8 million in 1982, $116.4 million in 1981 and $101.9 
million in 1980, increases of $13.4 million or 11.5% in 1982, and $14.5 million or 14.2% in 1981. At 
December 31, 1982, $663.9 million of retained earnings was free of restrictions on payment of 
cash dividends imposed by terms of the most restrictive of the Company’s loan agreements. 

Checks for dividends on common stock are mailed so that shareholders receive them on or 
about the 10th day of March, June, September and December. If carried on the official share- 
holder register on the record date, a shareholder is entitled to receive the dividend for the respec- 
tive quarter. To be entitled to a dividend, a new stockholder must purchase stock prior to the 
ex-dividend date. The ex-dividend date is normally four business days prior to the record date. 

Shown below are cash dividends paid on the common stock during 1982, 1981 and 1980, and 
the anticipated record and ex-dividend dates for 1983: 


Amount Paid Per Share 1983 
1982 1981 1980 Record Date Ex-Dividend Date 

First Quarter......50..... $65 $ 575 3 SiS February 3 January 28 
Second Quarter......... 65 inne 5125 May 5 April 29 
Phind Quarter ic. si6.5.0305:005 70 65 575 August 4 July 29 
Fourth Quarter ......... -70 65 soe November 3 October 28 

$2.70 $2.45 $2.175 
Stock Price/ Earnings Per 1982 Common Stock Market Data 


Book Value Common Share Closing Price: $38% 
Price Range: High-$46'4 Low-$28'2 
$70 Year-End P/E Ratio: 5.8 


Year-End Yield: 7.3% 
Volume: 16,423,700 shares (Composite) 
13,955,900 shares (NYSE) 

% Composite Volume of Shares Outstanding: 34.1% 
Block Trade Volume (NYSE): 7,985,600 shares 

% Block Volume of NYSE Volume: 57.2% 
Average Daily Trading (NYSE): 55,161 shares 
Value of Average Daily Trading (NYSE): $2,054,705 


60 


¢ tll 
0 


1978 1979 1980 1981 1982 


W. R. Grace & Co. 1982 Annual Report 
KL 


Dividend Reinvestment and The Dividend Reinvestment and Common Stock Purchase Plan isa service available to all 
Common Stock Plan Grace shareholders. If shares of Grace stock are registered in the name of a broker, or nominee, 
the beneficial shareholder may participate: Participation is entirely voluntary and withdrawal 
from the Plan may be requested at any time. 

In addition to reinvesting dividends, participants may make optional cash payments to buy 
Grace common stock. Cash payments will be invested each month so long as sufficient funds have 
been received to permit an economical purchase of shares. Since interest is not paid on unused 
funds, it is recommended that cash payments be sent so they are received by the bank as near as 
possible but prior to the 10th day of the month. Plan improvements are expected to be made 
in the near future and shareholders will be advised accordingly. Among the new features to 
be offered is a custodial service whereby shares acquired other than through dividend reinvest- 
ment may be consolidated with shares in the Plan. 

As of December 1982, there were 11,951 Plan participants (11,695 at year-end 1981) holding 
over 990,000 shares of Grace common stock. During 1982, Grace shareholders reinvested $2.6 
million of dividends and made $1.2 million of supplementary cash payments which, combined, 
were used to purchase 102,927 shares of Grace common stock. Grace pays most brokerage 
commissions and service fees for participants. The Dividend Reinvestment and C ommon Stock 
Purchase Plan is administered by Citibank, N.A. Those interested in participating may request a 
Plan brochure and enrollment card by writing the Shareholder Records Department at Grace 
Headquarters in New York City. 


Stock Transfer Stock transfer is the procedure by which a change in the ownership of stock is officially registered 
on Grace’s shareholder records and is evidenced by the issuance of a new stock certificate. This 
procedure is required most frequently when shares are purchased and sold, a transaction which 
usually requires the services of a stockbroker. The need to transfer stock also arises when a 
shareholder wishes to register certificates in a different name, or to co-register shares with 
another individual. 

To transfer stock, endorse the stock certificate as registered and have your signature guaran- 
teed by a stockbroker or a bank official authorized to guarantee signatures. Send the certificate by 
registered or certified mail, return receipt requested, to the Transfer Agent, along with a letter of 
instructions. The Transfer Agent is Marine Midland Bank, N.A., Corporate Trust Operations, 
140 Broadway, 12th Floor, New York, NY 10015. 


Duplicate Mailings Shareholders of record automatically receive Quarterly and Annual Reports and other corporate 
mailings. In some cases, stock may be registered in a single name and also in the name of a 
spouse, children or others who reside with you. If the elimination of duplicate mailings is 
desired, simply write ‘delete corporate mailings’’ on the postage-paid shareholder address stub 
of your dividend check and return it to Grace or write the Shareholder Records Department at 
W.R. Grace & Co., 1114 Avenue of the Americas, New York, NY 10036, enclosing mailing 
labels or otherwise specifying which registered shareholder accounts should be deleted from 
the Annual and Quarterly Report mailing lists. Each registered shareholder will continue to 
receive proxy statements and dividend checks will also be received (unless the shareholder is 
participating in the Dividend Reinvestment and Common Stock Purchase Plan or has requested 
that dividend checks be mailed directly to a bank for deposit). 


Corporate Policy on W. R. Grace & Co. adheres to a corporate policy of disseminating all pertinent financial 
Public Disclosure information and other material information on corporate activities on a ti mely basis and in 
accordance with applicable laws and regulations. We believe that a continuous program, through 
which accurate, objective and timely disclosure of material information is released, is the best 
guarantee of discharging corporate responsibility in communications. It is by reaching this 
objective that investor audiences, including present shareholders, can make informed judgments 
about the Company’s current position, its future prospects and the caliber of its management. 


e—V——_—_—_eeeeeeeee—————— 


Shareholder Inquiries Inquiries concerning the above or other matters of shareholder interest may be directed to Grace 
Headquarters by calling toll-free: (800) 223-7900. Residents of Alaska, Hawaii and New York 
may reach the Office of Investor and Shareholder Relations by calling collect: (212) 819-5500. 


—_—-_——————————————————————————————SEeESESSeSeSSFSFSSSSSSSsmsmsfssese 
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Corporate Information 


World Headquarters Grace Plaza Dividend Reinvestment Agent Citibank, N.A. 
1114 Avenue of the Americas Sort 5710 
New York, New York 10036 New York, New York 10043 
(212) 819-5500 (212) 558-7055 
Annual Meeting The annual meeting of shareholders Trademarks Names italicized in the text of this 
of W.R. Grace & Co. report are trademarks or service- 
will be held at 10:30 a.m. marks of W.R. Grace & Co. or its 
on Tuesday, May 10, 1983 subsidiaries, or, in some cases, 
at The Fairmont Hotel indicate Grace operating units. 
Atop Nob Hill 
San Francisco, California 94106 SEC Reports The Annual Report on Form 10-K 
and the Quarterly Reports on 
Incorporation W.R. Grace & Co. was Form 10-Q filed by the Company 
incorporated in 1899 under with the Securities and Exchange 
the laws of the State of Commission are available to any 
Connecticut. The Company Grace shareholder upon request. 
Lantana Write: James G. Stier, Director of 
: Investor and Shareholder Relations, 
Independent Accountants — Price Waterhouse W.R. Grace & Co., Grace Plaza, 
153 East 53rd Street 1114 Avenue of the Americas, 
New York, New York 10022 New York, New York 10036 
(212) 371-2000 (800) 223-7900 
Investor Information 
Securities Stock Exchanges Transfer Agent Registrar 
Common Stock Listings: Geneva Marine Midland Bank, N.A. Marine Midland Bank, N.A. 
New York Hamburg Corporate Trust Operations Corporate Trust Operations 
Midwest Lausanne 140 Broadway, 12th Floor 140 Broadway, !2th Floor 
Amsterdam London New York, New York 10015 New York, New York 10015 
Basel Paris (212) 440-1000 
Frankfurt Zirich 
Trading Privileges: 
Boston Pacific 
Cincinnati Philadelphia 
Put and Call Options American Stock Exchange 
Preferred Stocks Over-the-Counter Marine Midland Bank, N.A. Chemical Bank 
Corporate Trust Operations Corporate Trust Department 
140 Broadway, 12th Floor 55 Water Street 
New York, New York 10015 New York, New York 10041 
(212) 820-6591 
Debentures / Notes Trustee Conversion Price 
4%4% Convertible New York Stock Exchange Chemical Bank $57.32 
Subordinate Debentures Corporate Trust Department 
Due 1990 55 Water Street 
New York, New York 10041 
(212) 820-6572 
6'2% Convertible New York Stock Exchange The Chase Manhattan Bank, N.A. $29.625 
Subordinate Debentures Corporate Trust Administration 
Due 1996 1 New York Plaza 
New York, New York 10081 
(212) 676-4075 
12%%% Notes New York Stock Exchange Bankers Trust Company Not Convertible 
Due 1990 Corporate Trust and Agency Group 
Four Albany Street 
12%4% Notes New York, New York 10006 
Due 1990 (212) 618-2430 
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